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ADDRESS: Comments should refer to File S7-736 and 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All comments will be available for public 
inspection. 


FOR FURTHER INFORMATION CONTACT: Regis- 
trants with specific questions should contact the staff 
members directly responsible for reviewing the 
documents they file with the Commission. General 
questions may be directed to Linda ' ; Griggs, Division 
of Corporation Finance, 202/755-17.'D or Glen Payne, 
Division of Investment Management, 202/755-0230, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 


a * * * 


The Commission hereby issues Securities Act Release 
No. (33-5904, 34-14445, 35-20404, IC-10112; S7-736) 
Parts 231, 241 and 271 of Title 17, Chapter II of the 
Code of Federal Regulations as given below. 


DISCLOSURE OF MANAGEMENT REMUNERATION 


On August 18, 1977, the Commission issued a release, 
Securities Act Release No. 5856 (42 FR 43058), which 
emphasized its view that the existing disclosure 
provisions require registrants to include within the 
aggregate remuneration reported in registration 
statements, annual reports and proxy and information 
statements all forms of remuneration received by 
management from the corporation, including personal 
benefits sometimes referred to as perquisites. Since the 
publication of that release, the staff has received many 
requests for guidance in identifying and valuing some 
of the personal benefits received by officers and 
directors and others for whom remuneration 
information is required. 


This release is published to provide current information 
on the interpretations of the Commission’s Division of 
Corporation Finance (the ‘‘Division’’) of the 
remuneration reporting requirements in view of the 
volume of these requests for interpretations of such 
provisions as they relate to specific fringe benefits. The 
questions included in the release represent some of 
those more frequently brought to the attention of the 
staff by registrants, their counsel, and other interested 
persons, The Division of Investment Management will 
follow the Division’s interpretations to the extent they 
relate to disclosure by registered investment 
companies. 


Corporations make a great variety of expenditures 
which relate to management, many of which result in 
benefits to executives. Whether these constitute 
remuneration usually depends upon the facts and 
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circumstances involved in each situation. In general, 
expenditures which simply assist an executive in doing 
his job effectively or which reimburse him for expenses 
incurred in the performance of his functions are not 
remuneration while expenditures made for his personal 
benefit or for purposes unrelated to the business of the 
company would constitute remuneration. In some 
instances, expenditures may serve both purposes, and 
if neither is predominant, allocation to the extent 
reasonably feasible may be called for. In view of the 
difficulties in applying these, and other general 
principles, the Commission believes that this statement 
of the Division’s responses to specific questions should 
be useful to registrants. 


In determining whether the value of specific benefits 
should be included in aggregate remuneration, 
registrants should keep in mind that full disclosure of 
the remuneration received by officers and directors is 
important to informed voting and investment decisions. 
In particular, remuneration information is necessary for 
an informed assessment of management and is 
significant in maintaining public confidence in the 
corporate system. Of course, accurate and sufficiently 
detailed books and records are prerequisites to the 
appropriate disclosure of remuneration information.’ 


Whereas the following questions and _ interpretive 
responses relate generally to the presentation of 
remuneration information pursuant to specific 
disclosure provisions, the anti-fraud provisions of the 
Securities Act of 1933 (15 U.S.C. 77a et seq., as 
amended by Pub. L. No. 94-29 (June 4, 1975)) and the 
Securities Exchange Act of 1934 (‘‘Exchange Act’’) 
may require registrants to present additional 
information about benefits received by officers and 
directors? For example, the anti-fraud provisions may 
require disclosure of any unauthorized receipt of 
benefits by officers and directors. 


The analysis of the benefits received by management 
requires consideration of the specific reporting 
requirements, Securities Act Release No. 5856 and the 
approach illustrated by the questions and responses set 
forth below. The following topics are addressed by 
these questions: 





'See the recently enacted amendments to section 13(b) 
of the Securities Exchange Act of 1934 (‘‘Exchange 
Act’’) (15 U.S.C. 78a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)), Title | of Public Law No. 
95-213 (Dec. 19, 1977) and section 31 of the Investment 
Company Act of 1940 (15 U.S.C. 80a-30) and Rule 31a-1 
thereunder (17 CFR 270.31a-1) which set forth detailed 
record keeping requirements for registered investment 
companies. 


See Securities Act §§ 12(2), and 17(a); Exchange Act § 
10(b) and Rules 10b-5 and 14a-9. 





Questions 
Remuneration Reporting Requirements 1-4 
General Disclosure Questions: 
A. Identification 5-6 
B. Valuation 7 
Format for Disclosure 8-12 
Types of Benefits Received by Management 
A. Useof Company Property: 
Company Cars 14-16 
Company Planes 17-19 


Other Corporate Assets 20 
Valuation 21 


13-21 


Memberships in Clubs and Professional 
Associations 22-24 


Medical, Insurance and Other 
Reimbursement Plans: 
Medical and Insurance Practices 
Liability Insurance and 
Indemnification 


25-29 
25-27 


28-29 


Payments for Living and Related 
Expenses: 
Living Expenses 
Repairs and Improvements to 
Home or Property 32 
Security Devices 33 
Low Interest or Interest Free 
Loans 


30-35 
30-31 


34-35 


Use of the Corporate Staff 
Benefits from Third Parties: 38-42 
Bank Loans 38-39 
Professional and Other Services 40-42 


36-37 


Company Products 43 


Business Expenses 44-47 
Remuneration Reporting Requirements 


1. Remuneration Reporting Requirements 


1. Question: For which persons must registrants report 
remuneration information? 


Interpretive Response: The remuneration reporting 
provisions require registrants to report in various 
registration statements, annual reports, and proxy and 
information statements the amount of remuneration 


paid or to be paid by the registrant and its subsidiaries 
to the following persons: 


a) each of the registrant’s directors and each of its three 
highest paid officers (and other persons specified in the 
investment company reporting provisions) whose 
aggregate direct remuneration exceeded a certain 
amount specified in the disclosure form or rule; and 


b) all officers and directors (and certain persons 
specified in the investment company reporting 
provisions) as a group? 


2. Question: What is the term ‘‘remuneration’’ 
intended to include? 


Interpretive Response: The term ‘‘remuneration’’ is 
intended to include both cash and non-cash forms of 
remuneration received by management, including the 
value of personal benefits. 


3. Question: How should the remuneration information 
be presented? 


Interpretive Response: Generally, the reporting 
provisions require separate disclosure of the following 
types of remuneration received by officers and directors 
or benefits which result in remuneration to such 
persons: 


a) aggregate direct remuneration paid by the registrant 
and its subsidiaries during the registrant’s last fiscal 
year; | 


b) annuity, pension or retirement benefits proposed to 
be paid by the registrant or any of its subsidiaries under 
any existing plan in the event of retirement at normal 
retirement date; 


c) other remuneration payments proposed to be made 
in the future by the registrant or any of its subsidiaries 
pursuant to any existing plan or arrangement; 


d) options granted to certain officers and directors; and 





3$ee Securities Act Release No. 5856, footnotes 7-13. 
Hereinafter the persons as to which remuneration 
disclosure is required will be referred to as officers, 
directors, management or executives although 
remuneration information is required also for certain 
other persons by the investment company forms. 
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e) benefits received by certain persons as a result of 
transactions to which the registrant is a party’ 


4. Question: What forms of remuneration is the term 
‘*direct remuneration’’ intended to encompass? 


Interpretive Response: The term ‘‘direct remunera- 
tion’’ is intended to include all forms of remuneration, 
including personal benefits, except annuity, pension or 
retirement benefits, payments proposed to be made in 
the future, options and the interest of management in 
certain corporate transactions because these forms of 
remuneration are required to be reported under 
separate disclosure provisions. 


11. General Disclosure Questions—Identification and 
Valuation 


A. Identification 


5. Question: What indirect benefits received by 
officers and directors should be considered by 
registrants in aggregating the forms of remuneration? 


Interpretive Response: Registrants should analyze both 
those benefits conferred directly to officers and 
directors and those that may benefit such persons 
indirectly because they are provided to relatives and 
friends who do not perform services for the corporation 
or to any other persons upon the request of or on behalf 
of the officer or director. 


6. Question: Do all benefits received by executives 
result in forms of remuneration which should be 
included in aggregate remuneration? 


Interpretive Response: No. The value of those benefits 
received by management which are directly related to 
the performance of their job is not required to be 
included in aggregate remuneration. 


B. Valuation 


7. Question: Once a registrant identifies a benefit as a 
form of remuneration, how should it be valued? 


Interpretive Response: Registrants should value 
benefits on the basis of valuation methods which they 
believe are most reasonable. Alternative valuation 
methods include the following: 


(a) cost to the company unless the cost to the company 
is disproportionate to the alternative cost of the benefit 
to the recipient, that is the amount the recipient would 
have had to pay to obtain the benefit himself; (b) 
appraisals (for property given to or used by an 
executive); (c) the alternative cost of the benefit to the 
recipient, that is the amount the recipient would have 
had to pay to obtain the benefit himself; (d) the 
valuation assigned by the registrant or executive for tax 
purposes; or (e) some other standard for valuing which 
is reasonable in the opinion of management. 


Ill. Format for Disclosure 


8. Question: Should the personal benefits received by 
officers and directors be described separately in 
documents which require disclosure of the remunera- 
tion received by management? 


Interpretive Response: Personal benefits are not 
required to be described when their value is included in 
the aggregate remuneration reported, unless disclosure 
about the benefit is otherwise required by another 
reporting provision. For example, if an officer or a 
director receives an interest free loan from a 
corporation, the value of the benefit should be included 
in the reported aggregate remuneration received by the 
individual and the loan itself should be described 
pursuant to the provisions of the reporting 
requirements relating to indebtedness to the company 
of various persons® The more general anti-fraud 
provisions, of course, may require additional 
information to be disclosed about personal benefits 
received or to be received by management. 


9. Question: May a registrant describe a benefit in 
addition to including its value in the aggregate 
remuneration reported? 


Interpretive Response: Yes. 


10. Question: May a registrant exclude the value of 
some or all of the benefits from the reported aggregate 
remuneration and state an approximate or maximum 
value of such benefits in a footnote to the remuneration 
table? 


Interpretive Response: Yes, provided this disclosure is 
not misleading. 


11. Question: May a registrant describe the personal 
benefits in a footnote to the remuneration table rather 





“The indebtedness to the registrant of officers, 
directors and certain other persons is required to be 
disclosed by another reporting division. 
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5item 7(e), Schedule 14A, 17 CFR 240.14a-101; Item 
9(b), Form 10, 17 CFR 249.210; Items 18(b), Form 
10-K, 17 CFR 249.310. See also Question 34. 





» 


than including the values of such benefits in the tabular 
presentation of reported aggregate remuneration? 


Interpretive Response: A registrant may describe a 
benefit which is a form of remuneration and exclude its 
value from reported remuneration whenever the dollar 
value of the benefit is not reasonably ascertainable or 
when a description of the benefit results in disclosure 
which is more meaningful to investors than the 
inclusion of an amount in aggregate remuneration, 
provided it is clear that the value of the benefit has not 
been included in the aggregate remuneration reported 
in the table and the disclosure is not misleading. 


12. Question: What information should be included in 
a footnote which describes a benefit? 


Interpretive Response: The footnote should include a 
description of the benefit and, to the extent possible, 
information about its value and the basis for valuation. 
In addition, the footnote should state any other 
information as is reasonably necessary to apprise 
investors fully of what management is receiving. 


IV. Types of Benefits Received by Management 
A. Use of Company Property 


13. Question: Is the use of management of company 
property such as cars, planes, apartments, houses, and 
other corporate assets a form of remuneration? 


Interpretive Response: The use of corporate assets by 
officers or directors for reasons unrelated to the 
conduct of company business results in a form of 
remuneration to the executive. Where the assets are 
used in connection with job related matters, however, 
this usage would not result in remuneration to the 
executive. Where an executive uses an asset for both 
personal and business purposes, a value should be 
allocated to the personal use for remuneration 
reporting purposes. 


Company Cars 


14. Question: Is the use of a company owned car a form 
of remuneration? 


Interpretive Response: The personal use of a company 
car is a form of remuneration to such executive. 


15. Question: How should the personal use of a 
company’s automobile be-valued? 


Interpretive Response: The Division would express no 
objection if the value of this benefit were a percentage 
of the cost to the company of leasing or owning the car 
based upon the amount of time an executive used the 


car for personal purposes or the number of miles the car 
was used for personal purposes. 


16. Question: Is the use by management of a 
chauffeur-driven limousine a form of remuneration? 


Interpretive Response: It depends upon the reason why 
the limousine is used. The use by an executive of a 
chauffeur-driven car in connection with job related 
matters does not result in a form of remuneration to the 
executive. If the executive uses the chauffeur-driven 
car time for personal reasons, however, this use of the 
car is a form of remuneration. 


Company Plane 


17. Question: Is the use of a company plane for 
commuting purposes a form of remuneration? 


Interpretive Response: Yes. 


18. Question: If the company plane is flown someplace 
for a business reason and an executive who does not 
have company business to transact at such place 
hitches a ride or tags along on the plane, does the 
executive receive a form of remuneration? 


Interpretive Response: Yes. 


19. Question: Should this benefit be valued for 
remuneration reporting purposes? 


Interpretive Response: Although the corporation may 
have incurred little cost as a result of providing air 
transportation to the extra person(s), the value of this 
personal benefit should be included in aggregate 
remuneration or otherwise reported. 


Other Corporate Assets 


20. Question: Would the use of company owned or 
leased apartments, houses, villas, lodges, etc. result in 
a form of reportable remuneration to management? 


Interpretive Response: Whether or not the use by 
management of company owned or leased assets such 
as apartments, houses, villas, lodges, yachts and other 
facilities results in a form of remuneration to the 
executive depends upon the nature of the use of the 
assets. If the executive uses the facilities in connection 
with entertaining business clients, transacting business 
or engaging in internal business related activities, he 
would not be receiving remuneration as a result of such 
usage. If, however, the facilities are used for recreation 
or other personal purposes and no business is 
transacted, the usage by management would result in 2 
form of remuneration to the executive. Where some o 
the usage is for business and some for persona 
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purposes, only the personal usage would result in a 
form of remuneration. 


Valuation 


21. Question: How should the personal use of company 
assets such as planes, apartments, houses, lodges, etc. 
be valued for remuneration reporting purposes? 


Interpretive Response: The Division would express no 
objection if the personal use of company assets were 
valued using one of the following methods: 


a) determining the recipient’s cost if he had obtained 
the use of equivalent assets independently of the 
corporation; or 


b) allocating a portion of the cost to the corporation of 
owning and maintaining the facility during a particular 
year on the basis of the time the asset was used for 
personal purposes or the mileage of such usage unless 
this amount is disproportionate to the amount which the 
recipient would have paid if he had obtained the use of 
equivalent assets himself. 


B. Memberships in Clubs and Professional Associa- 
tions 


22. Question: Is the use of clubs of which the 
corporation is a member or in which an executive’s 
membership is paid for by the company a form of 
remuneration? 


Interpretive Response: If the clubs are used solely for 
business related matters, the usage does not result in 
remuneration to the executive. If however, the club is 
used for personal activities, this usage results in a form 
of remuneration. 


23. Question: How should this usage be valued? 


Interpretive Response: The Division would raise no 
objection if the value of the personal use of clubs of 
which the corporation is a member or in which an 
executive’s membership is paid for by the company 
were the sum of: 


1) a portion of the annual dues allocated on the basis of 
percentage of personal use; 


2) all personal expenses incurred by the executive but 
paid for by the company; 


3) a portion of the initiation fee in the year in which 
paid based upon the amount of personal usage. 


24. Question: Is the payment of professional 
organization fees for officers and directors a form of 
remuneration to them? 
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Interpretive Response: The payment of fees of .- 
professional organizations is not a form of 
remuneration to the officers or directors if membership ~ 
in the organization is necessary to such person’s 
performance of his duties for the company. 


C. Medical, 
Plans 


Insurance and Other Reimbursement 


Medical and Insurance Practices 


25. Question: Is the payment by a corporation of 
expenses incurred in connection with physical 
examinations given executives a form of remuneration 
to them? 


Interpretive Response: Payments for physical 
examinations for executives generally do not result ina 
form of remuneration to the executives. If the physical 
examination is given at a resort, however, and in part 
results in a paid vacation for the executive and/or his 
spouse and if the cost of the physical examination 
vacation is disproportionate to the cost of a physical 
examination at a clinic in a non-resort area, then a 
portion of the cost to the company for the physical 
examination would be a form of remuneration. 


26. Question: How should the amount of this 
remuneration be determined? 


Interpretive Response: The Division would express no 
objection if the amount of remuneration were: 


a) that portion of the cost to the company of the 
physical examination resort stay represented by the 
non-medical expenses; or 


b) The difference between the cost of a physical 
examination at aclinic in a non-resort area and the cost 
of the physical at the resort. 


27. Question: Are payments made for or benefits to be 
received by management under life or accident 
insurance, hospitalization, medical expense reimburse- 
ment or other similar plans forms of remuneration? 


Interpretive Response: Benefits paid under and 
payments and premiums made for group life or 
accident insurance, group hospitalization or similar 
group payments or benefits need not to be included in 
reported remuneration nor are corporations required to 
describe such plans or arrangements. These plans or 
arrangements are considered to be group plans if they 
provide benefits to all or substantially all of the 
employees who satisfy certain minimum eligibility 
criteria or to such employees as qualify under a 
classification set up by the employer which does not 
discriminate in favor of employees who are officers, 
shareholders or highly compensated. For example, if a 





plan does not cover union members, this fact alone 
would not be determinative of non-group status of the 
plan Premiums and any other amounts paid by a 
corporation for such plans or arrangements which are 
not group plans should be included in aggregate 
remuneration and the plans or arrangements should be 
described. 


Liability Insurance and Indemnification 


28. Question: Are premiums paid by corporations for 
liability insurance for officers and directors forms of 
remuneration received by the executives? 


Interpretive Response: Premiums paid for liability 
insurance for officers and directors and benefits paid 
under such insurance plans are not forms of 
remuneration to the extent that the insurance plan is 
intended to relieve officers and directors of liability 
relating to their job performance. 


29. Question: Are indemnification payments forms of 
remuneration? 


Interpretive Response: Indemnification payments are 
not forms of remuneration to the recipient executive if 
the company treats the payments as ordinary and 
necessary to the conduct of company business. The 
anti-fraud provisions, however, may require separate 
disclosure about indemnification payments, particular- 
ly those payments relating to securities violations 
because the Commission believes that such payments 
are against public policy. 


D. Payments for Living and Related Expenses 


Living Expenses 


30. Question: Is the payment by a corporation of 
housing or other ordinary living expenses at principal, 
temporary, vacation or other residences owned or used 
by an officer or director a form of remuneration? 


Interpretive Response: Yes, provided the expenses 
were not incurred by an executive in connection with a 
business matter nor for the convenience of the 
corporation. 


31. Question: Is the occasional use of a company 
maintained apartment, house or other dwelling a form 
of remuneration to him? 


Interpretive Response: No, provided the dwelling is 
used by an officer or director for the purpose of 
facilitating his conduct of company business. 


Repairs and Improvements to Home or Property 


32. Question: Are payments for maintenance, repairs 
or improvements to an executive’s home forms of 
remuneration to him? 


Interpretive Response: Yes, generally. 
Security Devices 


33. Question: Are the installation of security devices 
in an executive’s home and/or car and the providing 
of bodyguards, chauffeur-driven limousines, and/or 
any other appropriate security measures forms of 
remuneration to officers and directors? 


Interpretive Response: The taking of various security 
measures for the protection of executives may not 
result in any renumeration to such executive if the 
individual’s life has been threatened because of his 
position in the company or if the company reasonably 
believes that the individual’s safety is in jeopardy. If 
the security measures are provided solely for the 
convenience or comfort of the executive, however, they 
result in remuneration to the recipient. 


34. Question: Is the providing of loans to executives a 
form of remuneration to them? 


Interpretive Response: Officers or directors receive 
remuneration as a result of their receipt of a loan from 
the corporation if the terms of the loan, including the 
security required and the interest rate charged, are not 
commercially reasonable as compared with the terms of 
a loan which the executive might have obtained from a 
lending institution.® In addition, if the loan is 
commercially reasonable under this analysis but its 
grant is not a reasonable use of corporate funds 
because the corporation must pay a higher rate of 
interest on its own borrowings, the loan would result in 
remuneration to the officer or director. Low interest or 
interest free loans provided to executives by their 
employer result in remuneration to them regardless of 
whether the loan itself must be reported under the 
separate reporting provisions relating to indebtedness 
of officers and directors to a company. 





6 Disclosure of the indebtedness of officers, directors 
and certain other persons to a company is required by a 
separate reporting provision if the individual’s 
aggregate indebtedness exceeded the lesser of $10,000 
or 1 percent of the issuer’s total assets. See, e.g., Item 
7(e), Schedule 14A, 17 CFR 240.14a-101. If the loan 
results in remuneration to the executive because of its 
terms, the remuneration to the executive as a result of 
the loan should be included in aggregate remuneration 
and the loan should be described pursuant to the other 
provision. 
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35. Question: How should the value of this 
remuneration be determined? 


Interpretive Response: The Division would express no 
objection if the value of the remuneration received by 
an executive as a result of the favorable loan was based 
upon: 


a) the difference between the amount of interest to be 
paid and the amount of interest which the executive 
would have paid if the loan had been granted by an 
unaffiliated person; or 


b) the difference between the amount of interest the 
executive will pay and the amount which he would have 
paid if the interest rate were equivalent to the rate of 
interest the corporation pays on its borrowings, if the 
loan is on terms more favorable than the corporation 
could have obtained. 


E. Use of the Corporate Staff 


36. Question: If the employees on the corporation’s 
professional staff provide financial, accounting, legal or 
other professional services to an officer or director, 
does this result in remuneration to the individual? 


Interpretive Response: If the services are rendered 
with respect to a purely personal matter, such as the 
preparation of a will or United States tax return, this 
usage of the corporate staff would result in a form of 
remuneration to the officer or director. Where the 
matter relates to company business, the individual’s 
compensation package or the individual’s legal 
responsibilities as a result of his position in the 
company, the providing of the service may not result in 
remuneration to the officer or director. 


37. Question: How should the use of the corporation’s 
staff be valued for remuneration reporting purposes? 


Interpretive Response: The Division would express no 
objection if the use of the corporate staff by an officer or 
director for personal business were valued in one of the 
following ways: 


a) the amount the officer or director would have had to 
pay if he had hired unrelated persons to do the work for 
him; or 


b) the fuil cost to the company of the employees for the 
period of time they worked for the officer or director.’ 





"Disclosures of benefits received from third parties may 
be required pursuant to the reporting provision 
regarding transactions with management. See, e.g., 
Item 7(f), Schedule 14A, 17 CFR 240.14a-101. 
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F. Benefits From Third Parties 
Bank Loans 


38. Question: Does the receipt by an officer or director 
of aloan from the corporation’s bank result in a form of 
remuneration to such person? 


Interpretive Response: The receipt of a loan from the 
corporation’s bank may result in remuneration to the 
officer or director depending upon the facts and 
circumstances. Where the corporation compensates the 
bank either directly or indirectly for extending the loan 
to the executive, the officer or director receives 
remuneration to the extent of the benefit derived from 
such compensation. 


39. Question: When does a corporation directly or 
indirectly compensate a bank for granting a favorable 
loan to an officer or director? 


Interpretive Response: A company may compensate a 
bank directly or indirectly for granting a favorable loan 
to an officer or director in various different ways 
including but not limited to: 


a) maintaining or increasing accounts or compensating 
balances at the bank as a result of the loan; 


b) undertaking in writing or orally to increase its 
requests for loans from the bank as a result of the loan; 
and 


c) paying a higher rate of interest on its loan as a result 
of the loan of the officer or director. 


Professional and Other Services 


40. Question: If acompany’s outside auditors, counsel 
or other professional consultants perform financial, 
accounting, legal or other professional services for an 
officer or director which are paid for by the company, 
does this result in remuneration to the executive from 
the company? 


Interpretive Response: Whether or not the receipt by 
an officer or director of professional services rendered 
by a company’s ouiside consultants results in 
remuneration to the executive depends upon the reason 
the services are rendered and its cost to the company. If 
the services are rendered in connection with a matter 
which is purely personal to the executive, the receipt of 
the services would result in remuneration to the officer 
or director depending upon whether the company 
compensates the professional directly or indirectly for 
conferring the service. 


41. Question: If an officer or director does personal 
business with a customer or client of the company, does 





_ this relationship result in any remuneration to the 
officer or director from the company? 


Interpretive Response: A business relationship be- 
tween an officer or director and a customer or client of 
his company does not result in any remuneration from 
the company to the officer or director unless the 
company compensates the customer directly or 
indirectly for performing a service for the executive. 


42. Question: When does a company compensate 
a client or an outside professional for providing 
personal services to an officer or director? 


Interpretive Response: A company may compensate its 
client or an outside professional directly or indirectly 
for providing its executive with a service in various 
ways including: 


a) - paying or agreeing to pay a higher than market rate 
for its purchases or services obtained from the client or 
professional as a result of the executive’s relationship 
with the client; and 


b) increasing or undertaking to increase its business 
dealings with the client as a result of the executive’s 
relationship with the client. 


G. Company Products 


43. Question: Should the purchase by an officer or 
director of the corporation’s products at a discount be 
valued for the purposes of reporting remuneration 
received by an executive? 


Interpretive Response: The purchase by officers or 
directors of the corporation’s products at a discount 
need not be valued for the purposes of reporting 
remuneration received by an executive provided: 


a) all or substantially all of the corporation’s employees 
may make purchases at the same discount or at a 
discount based upon eligibility criteria which precludes 
individual selection; and 


b) the price of the product as a result of the discount is 
net less than the cost to the corporation of producing it. 


H. Business Expenses 


44. Question: Do itemizec expense accounts result in 
remuneration to executives? 


Interpretive Response: The availability of an itemized 
expense account to an officer or director generally does 
not result in a form of remuneration to the executive 
provided the account is used for business related 
expenses. 


45. Question: Does an unitemized expense account 
result in remuneration to an executive? 


Interpretive Response: The total amount of an 
unitemized expense account would be a form of 
remuneration to an executive except to the extent 
specific amounts spent by an executive using such an 
expense account can be identified as relating to valid 
business related expenses. 


46. Question: If an itemized expense account 
includes a miscellaneous item, would this result in 
remuneration to an officer or director? 


Interpretive Response: If the miscellaneous item is 
comparable to an unitemized expense account, it 
should be treated in the same way as an unitemized 
expense account. 


47. Question: If officers and directors receive first 
class travel arrangements which are related to job 
performance, should this result in a form of 
remuneration? 


Interpretive Response: No. 


REQUESTS FOR COMMENTS 


Interested persons are invited to comment on both the 
Commission’s interpretation expressed in Securities 
Act Release No. 5856 and the interpretive responses of 
its Division of Corporation Finance included in this 
release. Comments should make reference to File 
$7-736. These comments will be considered by the staff 
both for use in connection with its on-going efforts to 
review the quality and usefulness of information 
required to be disclosed in documents filed with the 
Commission ® and in considering possible amendments 
to the disclosure rules relating to managment 
remuneration. 


By the Commission 


George A. Fitzsimmons 
Secretary 








8Comments relating to the disclosure of managment 
remuneration have previously been requested in 
Securities Act Release No. 5758 (November 2, 1976) (41 
FR 49495) and Securities Exchange Act Release Nos. 
13482 (April 28, 1977) (42 FR 23901) and 13901 (August 
29, 1977) (42 FR.44860). All comments received in 
connection with these requests are available for public 
inspection at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 20549. 
The comments are available for. inspection in Files 
$7-658 and S7-693 respectively. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14149-A/February 6, 1978 


Adm. Proc. File No. 3-4329 
In the Matter of 


MERRILL LYNCH, PIERCE, FENNER & SMITH, 
INC., et al. 


(File No. 8-7221) 
Correction of Typographical Errors 


In the Findings, Opinion and Order of the Commission 
(EAR No. 14149) appearing in Vol. 13, no. 10, SEC 
DOCKET dated November 22, 1977, page 646 et seq., 
certain errors were made in printing and are corrected 
as follows: 


(1) At line 27, page 647, ‘‘reasonable’’ should be read 
“‘reasonably’’. 


(2) The penultimate sentence in the fourth paragraph 
on page 649 should read ‘‘In March 1969, management 
indicated that sales would fall just under $8 million.’’ 


(3) In the third line of the first full paragraph on page 
650 ‘‘the’’ should read ‘‘that’’. 


(4) In line 10 on page 652 the following words are 
inserted between ‘‘firm’s’’ and ‘‘efforts’’: ‘‘salesman 
and customers increase so should’’. 


(5) In line 2 on page 653 delete the semicolon after 
“‘IBM”’ and add’’ or Xerox. The record discloses that 
certain customers were told, among other things, that: 
Scientific was considered by Merrill Lynch to be a little 
IBM;”’ 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14438/February 3, 1978 


NOTICE OF FILING PROPOSED RULE CHANGE BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


(File No. SR-NASD-77-21) 


Pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78s(b)(1), as amended by Pub. L. 
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No. 94-29, §16 (June 4, 1975), notice is hereby given 
that the National Association of Securities Dealers, Inc. ~ 
(the ‘‘NASD’’) filed with the Commission on December’ 
2, 1977 copies of a proposal to amend Sections 6 and 19 
of its Code of Procedure for Handling Trade Practice 
Complaints. That proposal, as amended by the NASD’s 
Amendment #1 filed with the Commission on December 
28, 1977, (the ‘‘Proposal’’), is to (1) require NASD 
district business conduct committees to notify NASD 
members of trade practice complaints filed against 
persons associated with them, and (2) advise members 
of the final disposition of those complaints. According 
to the NASD, such notification will better enable its 
members to supervise persons associated with them. 


Publication of the Proposal is expected to be made in 
the Federal Register during the week of February 6, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the Proposal 
within 30 days of the date of publication. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-77-21. 


Copies of the Proposal and of all written comments will 
be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
NASD. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14439/February 3, 1978 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 11:15 a.m. (EST) on 
February 3, 1978 and terminating at midnight (EST) on 
February 12, 1978 of the securities of Tiger Oil 
International Inc. (‘‘Tiger’’) a Delaware corporation 





_ with principal executive offices located at Five 
Greenway Plaza East, Suite 1550, Houston, Texas 
77046. 


The Commission suspended trading in the securities of 
Tiger because of questions concerning recent, unusual 
market activity and the accuracy and adequacy of 
information concerning the company’s operations and 
financial condition. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as tc whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all its provisions have been met. If 
any broker or dealer enters any quotation which is is 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14440/February 3, 1978 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE DEPOSITORY TRUST 
COMPANY 


(File No. SR-DTC-78-1) 


The Depository Trust Company submitted on January 
11, 1978, a proposed rule change to provide 
broker-dealer participants in DTC’s Institutional 
Delivery System an additional day to submit trade data 
and their institutional customers an additional day to 
‘acknowledge transactions. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 


any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate 
the rule change if it appears to the Commission that 
such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of February 6, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-78-1. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of -Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14441/February 3, 1978 


NOTICE OF EFFECTIVENESS OF PROPOSED RULE 
CHANGES BY THE MIDWEST CLEARING CORPOR- 
ATION AND THE MIDWEST SECURITIES TRUST 
COMPANY 


(File Nos. SR-MCC-78-1 and SR-MSTC-78-1) 


The Midwest Clearing Corporation and the Midwest 
Securities Trust Company submitted on January 18, 
1978, proposed rule changes amending their fee 
schedules. 


The foregoing rule changes have become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such proposed 
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rule changes, the Commission may summarily abrogate 
the rule changes if it appears to the Commission that 
such action is necessary or appropriate in the public 
interest for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submissions is expected to be made 
in the Federal Register during the week of February 6, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submissions 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File Nos. 
SR-MCC-78-1 and SR-MSTC-78-1. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filings will also be 
available at the principal offices of the above-men- 
tioned self-regulatory organizations. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14442 


Admin. Proc. File No. 3-4492 
In the Matter of 


RICHARD LEE CHATHAM 
12489 East Cedar Circle 
Aurora, Colorado 


ORDER INVITING BRIEFS 


The Court of Appeals for the District of Columbia 
Circuit having remanded this case to us for further 
proceedings in light of its opinion in Collins Securities 
Corporation v. S.E.C., 562 F.2d 820 (1977); it is 


ORDERED that the respondent and the Commission’s 
Division of Enforcement be, and they hereby are, 
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invited to file briefs stating their views on the issues 
raised by the Court’s order of remand; and it is further 


ORDERED that such briefs, if any, be served and filed 
on or before February 24, 1978.' 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14443/February 3, 1978 


An order has been issued granting an application by 
Newpark Resources, Inc. to withdraw its Common 


Stock, $2 Par Value, from listing and registration on the - 


American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14444/February 3, 1978 


An order has been issued granting an application by 
Standard Motor Products, Inc. to withdraw its Class A 
Capital Stock, $2 Par Value, from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14445/February 6, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5904/February 6, 1978 








'The Court of Appeals indicated that it wishes us to 
proceed expeditiously. It follows that extensions of time 
would be inappropriate. Hence none will be granted. 


~~ 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14446/February 6, 1978 


Administrative Proceeding File No. 3-5354 
In the Matter of 


Bank of America National Trust and Savings 
Association 


Originator and Services 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Bank of America 
National Trust and Saving Association, for an 
exemption from certain reporting requirements under 
Section 13 and from the operation of Section 16 of the 
1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 


Release No. 14447/February 8, 1978 
In the Matter of 


The Midwest Clearing Corporation 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MCC-77-6) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE MIDWEST CLEARING CORPORATION 
RELATING TO PRIORITY ASSIGNMENT FOR A 
SECURITY WITHDRAWAL REQUEST. 


On November 18, 1977, the Midwest Clearing 
Corporation (‘‘MCC’’) submitted, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 
(the ‘‘Act’’), a proposed rule change to MCC Rule 6, 
Section 2(e), which would assign a fifth and lowest 
priority to security withdrawal requests pursuant to the 
Stock Today Program of MCC and Midwest Securities 
Trust Company. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was. published in the Federal Register (43 FR 51, 
January 3, 1978) and the public was invited to comment 
thereon. Notice of the filing and an invitation for 


comments also appeared in Securities Exchange Act 
Release No. 34-14309, December 27, 1977. No letters of 
comment were received. 


The Commission has reviewed the proposed change to 
Rule 6 and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed change to MCC 
Rule 6 contained in File No. SR-MCC-77-6 be, and 
hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14448/February 8, 1978 


An order has been issued granting an application 
submitted by the American Stock Exchange, Inc. to 
strike from listing and registration the Common Stock 
(Par Value $.50) of the Hanover Shoe, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14449/February 9, 1978 


In the Matter of 


The Options Clearing Corporation 
5950 Sears Tower 
Chicago, Illinois 60606 


(File No. SR-OCC-77-7) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE OPTIONS CLEARING CORPORATION TO 
IMPLEMENT A THIRD-PARTY PLEDGE SYSTEM 
FOR THE DEPOSIT OF UNDERLYING SECURITIES 
AND TO ESTABLISH A PROCEDURE FOR THE 
ALLOCATION OF A SUSPENDED CLEARING 
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MEMBER’S PENDING EXERCISE ASSIGNMENTS 
TO COVERED SHORT POSITIONS. 


On June 7, 1977, the Options Clearing Corporation 
(‘‘OCC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a 
proposed rule change to implement a third-party 
pledge system for the deposit of underlying securities 
by writers of call option contracts and to establish a 
procedure for the allocation of a suspended clearing 
member’s pending exercise assignments to covered 
short positions in the clearing member’s accounts in 
cases where OCC is unable to determine the manner in 
which the assignments were allocated by the clearing 
member. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, the proposed rule change was 
published in the Federal Register (42 F.R. 33832, July 
1, 1977), and the public was invited to submit 
comments until July 22, 1977. Notice of the filing and 
an invitation for comments also appeared in Securities 
Exchange Act Release No. 13680, June 27, 1977. No 
letters of comment were received. 


The Commission has reviewed the OCC submission and 
finds that the proposed rule change is consistent with 
the requirements of the Act and the rules and 
regulations thereunder applicable to registered 
clearing agencies, and in particular, the requirements 
of Section 17A and the rules and regulations 


thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-OCC-77-7 be, and hereby is, 
approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20401/February 3, 1978 


In the Matter of 
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THE COLUMBIA GAS SYSTEM, INC. 

20 Montchanin Road 

Wilmington, Delaware 19807 

COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA GAS OF OHIO, INC. 

COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA HYDROCARBON CORPORATION 

THE INLAND GAS COMPANY, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA GULF TRANSMISSION COMPANY 


COLUMBIA ALASKAN GAS TRANSMISSION COR- 
PORATION 


(70-6107) 


NOTICE OF PROPOSED ALLOCATION OF CONSOLI- 
DATED TAX LIABILITIES BY METHOD OTHER 
THAN PRESCRIBED BY RULE 45(b)(6) 


NOTICE IS HEREBY GIVEN that the Columbia Gas 
System, Inc. (‘‘Columbia’’), a registered holding 
company, and its subsidiary companies named above 
have filed a joint declaration, and an amendment 
thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) 
designating Sections 12(b) and 12(f) of the Act and Rule 
45 promulgated thereunder as applicable to the 
following proposed transactions. All interested persons 
are referred to the joint declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 





By order dated February 18, 1976 (HCAR No. 19393), 
the Commission authorized Columbia to allocate the 
system’s consolidated Federal income tax liability for 
the years 1975 and 1976 by a method other than 
prescribed by Rule 45(b)(6). Columbia and its 
subsidiaries now seek the Commission’s authorization 
under Rule 45(a) for the taxable years 1977 and 1978. 


The major part of the exploration and development 
activities within the Columbia system are centered in 
Columbia’s nonutility subsidiaries, Columbia Gas 
Development Corporation (‘‘Development U.S.’’) and 
Columbia Gas Development of Canada, Ltd. 
(‘‘Development Canada’’). Due to the expanded 
exploration and development program made necessary 
by the growing system demand for natural gas, these 
companies have required substantial contributions of 
capital from Columbia. In connection with their 
activities, these companies have incurred tax losses. 


The combined expenditures by Development U.S. and 
Development Canada for exploration and development 
during 1977 and 1978 are currently estimated to be 
$89,700,000 and $86,500,000, respectively. It is also 
estimated that these companies will have tax losses of 
$59,589,000 and $48,194,000 for the years 1977 and 
1978, respectively. 


When the losses of Development U.S. and 
Development Canada are included in the consolidated 
tax return for the Columbia system, the consolidated 
tax liability is reduced. Under Rule 45(b)(6), the benefit 
of this tax reduction is allocated to companies in the 
consolidated group other than those whose tax losses 
gave rise to the tax savings, thus depriving the latter of 
the tax savings which might otherwise be applied in 
furtherance of their continuing exploration and 
development activities. In general, the declaration 
seeks authorization to allocate consolidated taxes in a 
manner which would initially remit the consolidated tax 
savings arising from their tax losses to the exploration 
subsidiaries in aid of their development programs. 


To overcome the claimed inequities resulting from a 
strict adherence to the tax allocation provisions of Rule 
45(b)(6), certain deviations therefrom are proposed as 
follows: 


1. For the years 1977 and 1978, Columbia, while 
computing the system’s consolidated tax liabilities in 
the usual manner, will for purposes of assessing 
liability among the individual companies of the system 
add back the reduction in such tax liabilities generated 
from any tax losses of Development U.S. and 
Development Canada resulting from their exploration 
and development activities. 


2. Theconsolidated taxes as so adjusted will then be 
apportioned among the system companies other than 


Development U.S. and Development Canada in 
accordance with the procedure of Rule 45(b)(6). The 
cash difference between the adjusted consolidated tax 
liability and the actual consolidated tax liability will be 
remitted by Columbia to Development U.S. and 
Development Canada in proportion to their respective 
tax losses, if any, incurred in 1977 and 1978 for use in 
further exploration and development work. 


3. In future years, when Development U.S. or 
Development Canada have net taxable income they, or 
either or them, may be entitled to tax credits as a result 
of the loss carry-back or carry-over provisions of Section 
172(b) of the Internal Revenue Code of 1954 in order to 
comply with the separate return limitations required by 
Rule 45(b)(6). To the extent that these companies 
receive tax benefits pursuant to paragraphs 1 or 2 
above, such benefits would be applied to reduce any tax 
credits in future years to which either of these 
companies might otherwise be entitled under the 
separate return limitations of Rule 45(b)(6). 


4. Subject to paragraph 3, in no event will the tax 
allocated to any subsidiary company of Columbia 
exceed the amount of tax of such company based upon a 
separate return computed as if such company has 
always filed its tax return on a separate return basis. 


Under the proposals set forth above, the actual 
consolidated tax liabilities of the Columbia system will 
not change. What will change is the allocation of that 
tax among the members of the group so that any tax 
credits remitted to the exploration companies would be 
matched by an equal aggregate increase in the tax 
allocation to other members of the group having taxable 
income. Nevertheless, under the proposed method of 
allocation, the resulting tax allocation to each of the 
Columbia subsidiaries having taxable income, although 
larger than would be the case under strict adherence to 
Rule 45(b)(6), is still smaller than the tax liability of 
each such company on a separate return basis. 
Declarants state that the proposed tax allocation has no 
effect on the cost of service treatment given to 
Columbia’s distribution companies by regulatory 
commissions having jurisdication over rates. 


It is stated that the proven developed reserves as of 
October 1, 1977, for Development U.S. were 322, 556 
MMCF at an approximate composite cost of $1.00 per 
Mcf. Development Canada had proven and probable 
reserves of 57,992 MMCF at 26c per Mcf for the same 
period. 


Declarants request permission to file on an annual basis 
the certificates of notification required by Rule 24 under 
the Act. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. It is stated 
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that the fees and expenses to be incurred in connection 
with the proposed transaction are estimated to be 
approximately $8,300, including charges for services by 
Columbia Gas System Service Corporation estimated at 
$5,300. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 1, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said amended 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing in respect thereof. Any such request 
should be addressed: 


Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the declarants at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as amended or as it may be 
further amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20402/February 6, 1978 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 
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FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 


(70-5388) 


ORDER AUTHORIZING PROPOSED EXTENSION OF 
BANK BORROWING BY SUBSIDIARY COMPANY 


Eastern Utilities Associates (‘‘EUA’’), a registered 
holding company, and its electric utility subsidiary 
companies, Blackstone Valley Electric Company 
(‘‘Blackstone’’), Brockton Edison Company (‘‘Brock- 
ton’’), Fall River Electric Light Company (‘‘Fall River’’) 
and Montaup Electric Company (‘‘Montaup’’), have 
filed post-effective amendments to their application-de- 
claration, as previously filed and amended in this 
proceeding with this Commission pursuant to Sections 
6(a), 7, 9(a), 10, 12(b), 12(c) and 12(f) of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and Rules 
43(a) and 45(a) promulgated thereunder regarding the 
following proposed transaction. 


The transactions dealt with by the original application 
have, insofar as hereto relevant, been duly authorized 
and consummated. The post-effective amendment 
deals only with a proposed extention of the maturity of 
a bank loan of Blackstone’s, which was one of the 
original series of transactions. 


As a part of this series of transactions Blackstone has 
been authorized in this proceeding (order dated 
February 19, 1975 HCAR No. 18817) to borrow 
$25,000,000 from the Chase Manhatten Bank (N.A.) 
(‘‘Chase’’).Blackstone originally issued Chase its note 
in that amount, maturing on February 16, 1976, and 
bearing interest at 115% of the prime rate in effect at 
Chase from time to time. By orders dated February 12, 
1976 and February 8, 1977 (HCAR Nos. 19386 and 
19880) Blackstone was authorized to extend the maturi- 
ty of the note, in each instance for approximately one 
year. The note now matures on February 6, 1978. The 
note is secured by a second mortgage on certain 
properties of Blackstone’s, said second mortgage being 
subject, among other encumbrances, to the prior lien of 
Blackstone’s indenture of Mortgage and Deed of Trust 
dated as of November 1, 1943. No compensating 
balance is required in connection with this borowing. 


Proceeds of the loan have been used by Blackstone to 
reduce open account advances to Blackstone from EUA. 
EUA applied the funds so received to reduce its 
short-term borrowings. 


By post-effective amendment filed in this proceeding, it 
is now proposed that the term of the Chase note be 
further extended to mature on or about February 1, 





1979. The interest rate will continue to be eaual to 
115% of the sum of (a) such prime rate in effect at 
Chase from time to time and (b) one-half of one 
percent. No compensating balance will be required in 
connection with the extension of the Chase loan. 
Assuming a prime rate at Chase of 8%, the effective 
interest cost of the note, as revised and extended, 
would be 9.775%. Blackstone had originally intended to 
convert that Chase note into a longer term secured 
obligation, but restrictions on consolidated capitaliza- 
tion ratios contained in EUA’s bond indenture make it 
possible at the present time to extend the Chase note 
for more than one year. 


The Public Utilities Commission of the State of Rhode 
Island has approved the proposed extension of the 
Chase loan to Blackstone. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. The record is incomplete with respect to 
the fees and expenses to be incurred in connection with 
the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20388), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 


thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the application-declaration, as further amended by 


said post-effective amendments, 
permitted to become effective: 


be granted and 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as further amended by said 
post-effective amendments be, and it hereby is, 
granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act and further subject to the 
reservation of jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees and 
expenses to be incurred in connection with the 
proposed transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20403/February 6, 1978 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


(70-6029) 


NOTICE OF PROPOSED MODIFICATION OF 
EXISTING CREDIT AGREEMENT BETWEEN BANK 
AND UTILITY COMPANY 


NOTICE IS HEREBY GIVEN that Southwestern 
Electric Power Company (‘‘SWEPCO’’), an electric 
utility subsidiary of Central and South West Corpora- 
tion (‘‘CSW’’), a registered holding company, has filed 
a post-effective amendment to its declaration as 
amended, previously filed with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’) designating Sections 6 and 7 of the Act as 
applicable to the proposed transaction. All interested 
persons are referred to the declaration, as further 
amended by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By Commission order dated August 9, 1977, (HCAR 
No. 20135), SWEPCO was authorized to enter into a 
Credit Agreement (the ‘‘Agreement’’) with Bank of 
America National Trust and Savings Association (the 
‘*Bank’’) in essence establishing an acceptance line of 
credit (‘‘acceptance credit’) for SWEPCO with the 
Bank to provide a source for financing SWEPCO’s 
periodic acquisition of coal for its Welsh Power Plant 
pending the collection of revenues from customers 
reimbursing SWEPCO for the cost of the coal and 
certain transportation charges. The acceptance credit 
was made available in a maximum amount of 
$5,000,000 and the Agreement also extended to 
SWEPCO an ‘‘advance credit’’ in a maximum amount 
of $500,000 to permit it to borrow the amount of the 
Bank’s discount and commission. In any event, the 
maximum aggregate principal amount outstanding of 
the two credits was not to exceed $5,000,000. 


SWEPCO has now filed a post-effective amendment in 
this proceeding seeking authorization to effect certain 
changes in the Agreement. SWEPCO proposes to: (a) 
increase the amount of loans permitted to be 
outstanding to $15,000,000; (b) increase the ‘‘advance 
credit’’ to $15,000,000); (c) make the lines of credit 
available to finance coal and transportation and storage 
costs for its Flint Creek Power Plant as well as for its 
Welsh Power Plant and (d) to change the date to which 
drafts will be accepted by the Bank from June 1, 1978 to 
December 31, 1978. SWEPCO further proposes to 
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amend the Agreement to permit it to finance the cost of 
coal inventory initially purchased by it for cash without 
utilizing the line of credit under the Agreement, 
provided that the total borrowings under the amended 
Agreement do not exceed $15,000,000 and to enable it 
to, in effect, extend the due date of any loan under the 
Agreement so long as the total loan obligation for any 
single coal purchase invoice is not outstanding for 
longer than 270 days. SWEPCO states that, other than 
as set out above, no substantive change will be made in 
the terms of the Agreement. 


It is stated that the fees and expenses to be incurred in 
connection with the proposed transaction are estimated 
at $5,500. It is stated that the Arkansas Public 
Commission has jurisdiction with respect to the 
creation of a security interest in coal at the Flint Creek 
Power Plant. It is further stated that no other state 
commission and no federal commission, other than this 
Commission, has jurisdiction with respect to the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 3, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request 
and the issues of fact or law raised by said declaration, 
as amended by said post-effective amendment, which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as amended by said post-effective 
amendment, or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corpcrate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20404/February 6, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5904/February 6, 1978 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20405/February 6, 1978 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-6112) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Alabama Power 
Company (‘‘Alabama’’), a public-utility subsidiary 
company of The Southern Company, a registered 
holding company, has filed an application with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Section 6(b) 
of the Act and Rule 50 promulgated thereunder as 
applicable to the following proposed transaction. All 
interested persons are referred to the application, 
which is summarized below, for a complete statement 
of the proposed transaction. 


Alabama proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, $100,000,000 principal amount of its First 
Mortgage Bonds of a new Series having a term of not 
less than five nor more than 30 years. Alabama will 
determine and give notice to prospective bidders of the 
term of the new bonds not less than 72 hours prior to 
the time of bidding. The interest rate of the bonds and 
the price, exclusive of accrued interest, to be paid to 
Alabama, which will be not less than 98% nor more 
than 101-% of the principal amount thereof, will be 
determined by competitive bidding. It is stated that 
Alabama may request by amendment that such 
proposed sale be excepted from the competitive 
bidding requirements of Rule 50 should circumstances 
develop which, in the opinion of Alabama’s 
management, make such exception in the best interest 
of Alabama and its investors and consumers. 


The new bonds will be issued under the Indenture 
dated as of January 1, 1942, between Alabama and 
Chemical Bank, as Trustee, as heretofore supple- 
mented by various indentures supplemental thereto 
and as to be further supplemented by a Supplemental 





Indenture to be dated as of March 1, 1978. The bonds 
will be redeemable, at the option of Alabama, in whole 
or in part at any time prior to maturity. The 
supplemental indenture will include a prohibition, for a 
period of not more than five years, against refunding 
the bonds, directly or indirectly, with funds borrowed at 
a lower effective interest cost. 


Alabama intends to use the proceeds from the sale of 
the new bonds, along with other funds, in financing its 
1978 construction costs, estimated at November 18, 
1977, to be $494,390,000, in paying a portion of notes 
payable incurred for such purpose, and in retiring 
$10,345,000 principal amount of first mortgage bonds. 


The fees and expenses to be incurred in connection with 
the proposed transaction are to be filed by amendment. 
It is stated that the issuance and sale of the new bonds 
have been expressly authorized by the Alabama Public 
Service Commission and that no other state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 3, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certi‘'sate) 
should be filed with the request. At any time after said 
date, the application, as filed or as it may be amended, 
may be granted as provided in rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearinf (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20406/February 6, 1978 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P.O. Box 1631 
Wilmington, Delaware 19899 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


(70-6113) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
HOLDING COMPANY COMMON STOCK AND OF 
PROPOSED CAPITAL CONTRIBUTIONS TO TWO 
SUBSIDIARY OPERATING COMPANIES 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (‘‘CSW’’), a registered holding 
company and two of its subsidiary operating companies, 
Central Power and Light Company (‘‘CP&L’’) and 
Southwestern Electric Power Company (‘‘SWEPCO’’), 
have filed an application-declaration and an 
amendment thereto with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(‘‘Act’’) designating Sections 6(a), 7, 9, 10, 12(f) of the 
Act and Rules 43, 45 and 50, promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


CSW proposes to issue and sell, pursuant to the 
competitive bidding requirements of Rule 50 under the 
Act, 7,000,000 shares of its authorized and unissued 
Common Stock, par value $3.50 per share (the 
‘*Additional Shares’’). CSW further proposes to make 
capital contributions to two of its electric utility subsi- 
diaries, CP&L and SWEPCO, in the amounts of 
$30,000,000 and $15,000,000, respectively. 


CSW states that of the net proceeds to be derived by it 
from the sale of the Additional Shares, estimated at 
approximately $105,000,000, $90,000,000 will be used 
to make the capital contributions to CP&L and 
SWEPCO and a contribution of $45,000,000 to a third 
CSW subsidiary, Public Service Company of Oklahoma, 
such contribution being previously authorized by 
Commission Order on January 10, 1978 (HCAR No. 
20380), and the remainder, together with funds 
received from such subsidiaries in payment of their 
borrowings from CSW, to pay approximately 
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$60,000,000 of an estimated $110,000,000 of 
borrowings by CSW expected to be outstanding at the 
time of sale. 


CSW states that it has outstanding short-term 
borrowings of $83,325,000 at December 31, 1977. CSW 
anticipates that the Additional Shares would be issued 
and sold on or about March 7, 1978 and that the capital 
contributions would also be made in March 1978. 


CSW states that the proceeds of the foregoing 
short-term borrowings and capital contributions have 
been or will be used towards the payment of capital 
expenditures. Such expenditures are estimated as 
follows: 


It is stated that no state commission and no federal 


commission, other than this Commission, has/* ” 
jurisdiction with respect to the proposed transaction. It 


is stated that the fees and expenses to be incurred in 
connection with the proposed transaction are estimated 
at $200,000, including $38,500 in legal fees, $20,500 in 
accountants fees and $85,000 in print costs. It is further 
stated that the fees and expenses to be incurred by the 
successful bidders for the Additional Shares are 
estimated at $25,500, including $23,000 in legal counsel 
fees. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 28, 1978, request 
in writing that a hearing be held on such matter, stating 


CSW Consolidated 


Generation 

Transmission 

Distribution 

Fuel Exploration 
and Development 

Other 


Total 


$315,951 ,000 


13,194,000 


$45,454,000 


1977 1978 


$458,948,000 
54,986,000 
66,267,000 


37,454,000 
58,283,000 


40,572,000 47,572,000 


7,028,000 


$634,801,000_ 





CSW states that of the total $1,090,255,000 CSW 
consolidated estimated capital expenditures for the two 
years, 1977 and 1978, CP&i accounts for $437,288,000, 
PSO (consolidated) for $382,985,000, SWEPCO for 
$233,096,000 and West Texas Utilities Company for 
$36,886,000. 


CSW states that the estimated 1978 capital 
expenditures for CP&L and SWEPCO are as follows: 


Generation 

Transmission 

Distribution and other plant 

Fuel Exploration and 
Development 


Total 


$214,321,000 
44,536,000 
22,882,000 


8,192,000 


$289,931,000 


the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
application-declaration, as amended, which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants at 


CP&L SWEPCO 


$ 68,336,000 
11,529,900 
22,170,000 
11,260,000 


$113,295,900 
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the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended, or as it 
may be further amended, may be granted and 
permitted tc become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegaied authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20407/February 8, 1978 


In the Matter of 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


NATIONAL FUEL GAS DISTRIBUTION CORPORA- 
TION 

10 Lafayette Square 

Buffalo, New York 14203 


(70-5915) 


NOTICE OF PROPOSED ISSUANCE OF SECURITIES 
BY SUBSIDIARY AND ACQUISITION OF SECU- 
RITIES BY SUBSIDIARY IN CONNECTION WITH 
INTRASYSTEM LOAN 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Supply Corporation (‘‘Supply’’), and National Fuel Gas 
Distribution Corporation (‘‘Distribution’’), non-utility 
subsidiaries of National Fuel Gas Company 
(‘‘National’’), aregistered holding company, have filed 
post-effective amendments to an application-declara- 
tion previously filed with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(‘‘Act’’), designating Sections 6(a), 7, 9(a), 10, 12(b) 
and 12(f) of the Act and Rules 42, 43, and 45 


promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
amended application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


By orders dated November 17, 1976 (HCAR No. 19760), 
February 14, 1977 (HCAR No. 19882) and March 24, 
1977 (HCAR No. 19956), the Commission authorized 
National to issue and sell debentures and to loan a 
portion of the proceeds to certain of its subsidiaries. 
National was authorized to use up to $19,400,000 of the 
proceeds of the debenture sale to acquire securities of 
National Gas Storage Company (‘‘Storage’’), a 
proposed subsidiary of National. The acquisition of 
Storage’s securities by National was dependent upon 
Federal Power Commission (‘‘FPC’’) authorization of 
related transactions involving Storage. Accordingly, 
National was authorized by this Commission to loan at 
8.7%, the effective cost of money incurred by National 
in the issuance of its debentures, up to $19,400,000 
aggregate principal amount to Supply pending receipt 
of such authorization from the Federal Energy 
Regulatory Commission (‘‘FERC’’), successor to the 
FPC. Supply was authorized by this Commission to use 
the proceeds for the preliminary development of storage 
properties which will later be transferred to Storage, for 
working capital, for the purchase of gas placed in 
summer storage and for temporary investment. 


It is now stated that as a result of procedural delays in 
the FERC proceeding, Supply will not expend as much 
as was anticipated on the storage properties at the 
Independence Storage Project and will thus have excess 
cash available estimated to amount to $8,000,000. 
Authorization is requested for Supply to loan to 
Distribution such excess cash in an aggregate principal 
amount not to exceed $8,000,000, for working capital 
and for its construction program. The funds would be 
loaned in exchange for unsecured notes maturing at the 
earlier of twelve months from the date of issue or 
receipt of the aforesaid FERC authorization and need 
for the cash for the storage project. Interest will be paid 
at the commercial rate applicable to National in effect at 
the time the loan is made. Distribution proposes to 
repay these loans through moneys received as a result 
of the sale of other securities by National. Supply and 
Distribution further request authority for Supply to loan 
to Distribution cash generated as a result of the sale by 
Supply of gas withdrawn from storage to the extent that 
such cash is required by Distribution for working 
capital, but not in excess of $20,000,000. The funds 
would be loaned in exchange for unsecured notes 
maturing within one year. Interest will be paid at the 
commercial paper rate applicable to National in effect 
at the time the loan is made. Distribution proposes to 
repay these loans through moneys received as a result 
of bank borrowings or the sale of commercial paper by 
National. 
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It is stated that these proposed transactions will save 
the system money as the interest rate Supply can 
realize on temporary investments of excess cash is less 
than the interest rate Distribution would incur on 
short-term borrowings. 


It is further stated that Distribution and National will 
have the option, after payment of all notes of prior 
maturity, to prepay any note issued pursuant to the 
transactions specified above at any time or from time to 
time, in whole or in part, without premium, upon 
payment of all interest accrued on the principal amount 
so prepaid to the date of such prepayment. 


No special and separable fees, commissions and 
expenses are anticipated in connection with the 
proposed transactions. It is stated that no state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 8, 1978 request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the 
applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as proveded in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20408/February 8, 1978 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44701 


(70-6110) 


SUPPLEMENTAL NOTICE CONCERNING MORT- 
GAGE AMENDMENTS RELATED TO PROPOSED 
ISSUANCE AND SALE OF FIRST MORTGAGE 
BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(‘‘Ohio’’), an electric utility subsidiary company of 
American Electric Power Company, Inc., a registered 
holding company, has filed with this Commission an 
amendment to its application previously filed in this 
matter pursuant to the Public Utility Holding Company 
Act of 1935 (‘‘Act’’), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are 
referred to the amendment to the application, which is 
summarized below, for a complete statement of the new 
matter related to the proposed transactions. 


By previous notice issued in this proceeding (HCAR. - 


No. 20391) it was stated that Ohio proposed to issue and 
sell, subject to the competitive bidding requirements of 
Rule 50 under the Act, up to $38,000,000 aggregate 
principal amount of its first mortgage bonds of a new 
series (‘‘Bonds’’) and up to 1,600,000 shares of a new 
series of its cumulative preferred stock, par value $25 
per share. 


By amendment filed in this proceeding it is stated that 
Ohio also proposes, in connection with the issuance and 
sale of the Bonds, to amend the provisions of Section 
117 of its Mortgage and Deed of Trust, dated as of 
October 1, 1938, made by it to Manufacturers Hanover 
Trust Company and Donald B. Herterich, as 
supplemented and amended, to facilitate the 
amendment of the Mortgage at a future date (i) to 
delete the third paragraph of Part I! of Section 20 of the 
Mortgage (the requirement that Ohio annually satisfy 
through the deposit of cash or bonds, or the 
certification of property additions, the amount by which 
expenditures for repairs, maintenance and replace- 
ments fails to equal 15% of base operating revenues, as 
defined), and/ar (ii) to delete the fourth paragraph of 
Section 26 of the Mortgage, which provides that no 
bonds shall be authenticated, nor funded cash 
withdrawn, nor funded property released, nor credit 
taken on the basis of any property additions subject to 
prior liens where the property additions so used, and 





related amounts, would exceed 15% of the total amount 
of bonds authenticated under the Mortgage. 


Ohio also proposes to change the amount of the 
Applicable Percentage specified in Part I!(a) of Section 
20 of the Mortgage from 2.25% to 2.90%, such change 
to become effective on the date when the Mortgage 
shall be amended to delete the provisions of the third 
paragraph of Part I! of Section 20, and to continue at 
2.90% until another change in such percentage shall be 
authorized or approved by this Commission under the 
Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 2, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application, 
as amended, which he hesires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon the 
applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application, as amended, or as it 
may be further amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 10111/February 3, 1978 


In the Matter of 


REDMOND GROWTH FUND, INC. 
1750 Pennsylvania Avenue 
Washington, D.C. 20006 


(811-1982) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


On January 4, 1978, a notice was issued (investment 
Company Act Release No. 10080) stating that Redmond 
Growth Fund, Inc. (the ‘‘Fund’’), registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an open- 
end, non-diversified management investment com- 
pany, filed an application on December 8, 1977, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that the Fund has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that the 
Fund has ceased to be an investment company, 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Redmond Growth Fund, Inc., 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A.Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10112/February 6, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5904/February 6, 1978 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10113/February 7, 1978 


In the Matter of 


SUSPENSION OF REDEMPTION OF OPEN-END 
INVESTMENT COMPANY SHARES BECAUSE OF 
THE CURRENT WEATHER EMERGENCY 


ORDER PURSUANT TO SECTION 22(e)(3) OF THE 
ACT GRANTING TEMPORARY RELIEF 


The Commission has been informed by the Investment 
Company Institute that the current weather conditions 
have made it impossible for many investment 
companies to operate in the ordinary course of 
business. The commission has also been advised that 
the Governor of the Commonwealth of Massachusetts 
has declared a full state of emergency comprising a 
bank holiday, restrictions on usage of roadways to 
emergency vehicles and other measures. 


Section 22(e) to (e)(3) of the Investment Company Act 
provides, in pertinent part, that no registered 
investment company shall suspend the right of 
redemption except: 


(1) for any period (A) during which the New 
York Stock Exchange is closed other than 
customary week-end, and holiday closings 
or (B) during which trading on the New York 
Stock Exchange is restricted; 


(2) for any period during which an 
emergency exists as a result of which (A) 
disposal by the company of securities owned 
by it is not reasonably practicable or (B) it is 
not reasonably practicable for such company 
fairly to determine the value of its net assets; 


(3) for such other periods as the Commission 
may by order permit for the protection of 
security holders of the company. 


The Commission believes that in an area in which a state 
of emergency has been declared such as in 
Massachusetts, it is necessary and appropriate in the 
public interest and for the protection of security holders 
that open-end investment companies located in such 
areas be able to suspend redemptions. It also appears 
that any open-end investment company which suspends 
redemptions should also suspend sales. The necessity 
for immediate action of the Commission does not 
permit prior notice of the Commission’s action. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 22(e)(3) of the 
Act, that any open-end investment company located in 
Massachusetts, or in any other area where, due to 
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current weather conditions, governmental authorities 
have declared a state of emergency comparable to that 
declared in Massachusetts, may suspend redempticns . 
of shares for so long as such emergency lasts provided 
that sales of shares are also suspended for such period. 


By the Commission. 


George A. Fitzsimmons 
Secreiary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 101114/February 9, 1978 


In the Matter of 


AMERICAN NATIONAL GROWTH FUND SHARE 
ACCUMULATION PLANS 


AND 


SECURITIES MANAGEMENT & RESEARCH, INC. 
Two Moody Plaza 
Galveston, Texas 77550 


(811-2195) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT THE APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


On January 10, 1978, a notice was issued (Investment 
Company Act Release No. 10088) stating that American 
National Growth Fund Share Accumulation Plans 
(‘‘Plan’’), registered under the Investment Company 
Act of 1940 (‘‘Act’’) as a unit investment trust, and the 
Plan’s Sponsor, Securities Management & Research, 
Inc., filed an application on December 1, 1977, and an 
amendment thereto on December 12, 1977, pursuant to 
Section 8(f) of the Act, for an order of the Commission 
declaring that the Plan has ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that the 
Plan has ceased to be an investment company. 
Accordingly, 





IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of American National Growth Fund 
Share Accumulation Plans under the Act shall forthwith 
cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 10115/February 9, 1978 


In the Matter of 

PROFESSIONAL INVESTMENT COMPANY, INC. 
1013 New York Avenue 

Alamogordo, New Mexico 88310 

(812-2400) 

ORDER PURSUANT TO SECTION 8(f) OF THE ACT 


DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Professional Investment Company, Incorporated 
(‘‘Applicant’’), an open-end, diversified investment 
company registered under the Investment Company 
Act of 1940 (‘‘Act’’), filed an application on November 
18, 1977, pursuant to Section 8(f) of the Act for an order 
of the Commission declaring that Applicant has ceased 
to be an invesiment company as defined in the Act. 


On January 12, 1978, a notice (Investment Company 
Act Release No. 10091) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Professional Investment 
Company, Incorporated, shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10116/February 9, 1978 


In the Matter of 


SAFECO EQUITY FUND, INC. 
SAFECO GROWTH FUND, INC. 
SAFECO INCOME FUND, INC. 
SAFECO SPECIAL BOND FUND, INC. 


SAFECO Plaza 
Seattle, Washington 98185 


and 


CHARLES E. ODEGAARD 
222 Miller Hall 

DQ 12 

College of Education 
University of Washington 
Seattle, Washington 98105 


(812-4215) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM SECTION 2(a)(19) OF THE ACT. 


NOTICE IS HEREBY GIVEN that SAFECO Equity 
Fund, Inc., SAFECO Growth Fund, Inc., SAFECO 
Income Fund, Inc., and SAFECO Special Bond Fund, 
Inc. (hereinafter collectively referred to as the ‘‘Safeco 
Funds’’), all registered under the Investment Company 
Act of 1940 (‘‘Act’’) as open-end, diversified 
management investment companies, and Dr. Charles 
E. Odegaard (‘‘Odegaard’’, hereinafter collectively 
referred to with the Safeco Funds as ‘‘Applicants’’), 
filed an application on October 31, 1977, and 
amendments thereto on December 7, 1977, and 
January 13, 1978, pursuant to Section 6(c) of the Act, 
for an order of the Commission declaring that Odegaard 
shall not be deemed to be an interested person, within 
the meaning of Section 2(a)(19) of the Act, of the Safeco 
Funds’ investment adviser or principal underwriter 
solely by reason of his position as ‘‘Member’’ of the 
College Retirement Equities Fund (‘‘CREF’’), a 
variable annuity fund which owns shares of SAFECO 
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Corporation, or of his beneficial interest as an annuitant 
of CREF. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are 
summarized below. 


The Safeco Funds have been managed by wholly-owned 
subsidiaries of SAFECO Corporation (‘‘Safeco’’) since 
their respective dates of incorporation; in particular, 
SAFECO Asset Management Company (‘‘SAM’’) has 
been their investment adviser since 1976. Safeco is a 
publicly held holding company; its principal 
subsidiaries are property and casualty, life and title 
insurance companies. Another subsidiary of Safeco, 
SAFECO Securities, Inc. (‘‘SSI’’) acts as principal 
underwriter for the Safeco Funds. 


Applicants state that the board of directors of each of 
the Safeco Funds is composed of five directors, two of 
whom are ‘‘interested persons’’ of the Safeco Funds as 
that term is defined in Section 2(a)(19) of the Act; that 
in September, 1977, one of the non-interested directors 
resigned to become a director of a national bank; and 
that, on October 7, 1977, Odegaard was appointed by 
the directors of each of the Safeco Funds to serve the 
remaining term of the director who had resigned. 
Applicants state that Odegaard has not participated as 
a director of any of the Safeco Funds and that it is not 
anticipated that he will so participate until his status, as 
sought to be declared herein, is resolved. 


The application states that Odegaard is President 
Emeritus of the University of Washington and currently 
a Professor of Higher Education and Biomedical 
History at that University. The application further 
states that since November, 1969, Odegaard has been 
one of seven ‘‘Members’’ of CREF, and that, at 
September 30, 1977, the total assets of CREF were 
$4,100,000,000, which included 83,000 shares of 
Safeco common stock, or .08% of CREF’s total assets 
and .63% of the total Safeco common stock 
outstanding. 


According to the application, CREF was organized as a 
corporation in 1952, under the laws of the state of New 
York, for the purpose of providing variable annuities to 
college and university personnel. Applicants state that 
the Constitution of CREF provides that its seven 
Members (‘‘Members’’) shall function in a manner 
analogous to shareholders of acorporation, and that the 
Members meet annually to elect an operating board 
which comprises the trustees of CREF. Applicants 
assert that the Members have no control over the daily 
operations of CREF but, rather, that CREF’s 
constitution provides that the general management of 
the property, business and affairs of CREF shall be 
vested in its board of trustees, and that Dr. Odegaard is 
not a member of that board. 
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Section 2(a)(19) of the Act, in part, defines an 
‘interested person’’ of an investment company to 
include any interested person of any investment advise. 
of or principal underwriter for such company. Section ~ 
2(a)(19) of the Act further defines an ‘‘interested 
person’’ of an investment adviser of or principal 
underwriter for any investment company to include any 
person who knowingly has any direct or indirect 
beneficial interest in, or who is designated as trustee, 
executor, or guardian of any legal interest in, any 
security issued either by such investment adviser or 
principal underwriter or by a controlling person of such 
investment adviser or principal underwriter. 


Applicants assert that they do not wish to have 
Odegaard serve as an interested director of the Safeco 
Funds because it is the policy of the Safeco Funds that a 
majority of their directors be non-interested. 


Applicants assert that Odegaard (1) has no authority 
over or responsibility for the portfolio of CREF; (2) has 
no power to influence changes in that portfolio, and (3) 
therefore, can have no conflict of interest between his 
duties as a Member of CREF and as a director of the 
Safeco Funds. 


They further assert that, with respect to Odegaard’s 
interest as a variable annuitant of CREF, the effect 
which any individual holding of CREF could have on its 
total portfolio is dependent primarily on the size of such 
holding compared to the size of the portfolio. They | 
submit that, since less than one percent of CREF’s 
assets are Safeco common stock, an increase or 
decrease in Safeco’s market price would have no 
measurable effect on CREF’s portfolio as a whole. In 
addition, Applicants submit that the performance of all 
of Safeco’s mutual fund sales and management 
companies (i.e., SAM, SSI, and the Safeco Funds’ 
transfer agent) have little effect on the net income or 
earnings per share of Safeco. In particular, an exhibit to 
the application states, inter alia, that for the nine 
months ended September 30, 1977, SAM contributed 
$0.0063 to Safeco’s per share earnings of $6.29. 


Applicants conclude that Odegaard’s connection with 
CREF, as Member or as an annuitant, will not impair 
his independence in acting on behalf of the Safeco 
Funds and their shareholders. 


Section 6(c) of the Act provides that the Commission 
may conditionally or unconditionally exempt any person 
from any provision of the Act if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interesterc 
person may, not later than March 6, 1978, at 5:30 p.m., 





submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the addresses 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 10117/February 9, 1978 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 
HARTFORD INVESTMENT SERVICES, INC. 


AND 


HARTFORD EQUITY SALES COMPANY, INC. 
Hartford Plaza 
Hartford, CT 06115 


(812-4244) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
9(c) OF THE ACT FOR EXEMPTION FROM SECTION 
9(a) 


NOTICE IS HEREBY GIVEN that Hartford Variable 
Annuity Life Insurance Company (‘‘HVA’’), a stock life 
insurance company organized under the laws of the 


State of Connecticut, Hartford Investment Services, 
Inc. (‘‘HISCO’’), a company organized under the laws 
of Connecticut to engage in the investment advisory 
business, and Hartford Equity Sales Company, Inc. 
(‘‘HESCO’’), a company organized under the laws of 
Connecticut and registered as a broker-dealer under 
the Securities Exchange Act of 1934 (‘‘Exchange 
Act’’)(collectively ‘‘Applicants’’), filed an Application 
on December 7, 1977, pursuant to Section 9(c) of the 
Investment Company Act of 1940 (‘‘Act’’), for an order 
of exemption from the provisions of Section 9(a). All 
interested persons are referred to the Application on 
file with the Commission for a statement of the 
representations contained therein which are sum- 
marized below. 


Applicant HVA is a wholly-owned subsidiary of 
Hartford Life Insurance Company. International 
Telephone and Telegraph Corporation (‘‘ITT’’) owns 
99.9% of the outstanding common stock and, together 
with a subsidiary, owns 100% of the preferred stock of 
Hartford Fire Insurance Company which, in turn, owns 
100% of the outstanding stock of Hartford Life 
Insurance Company. Applicant HESCO is a wholly- 
owned subsidiary of Applicant HVA. Applicant HISCO 
is a wholly-owned subsidiary of Hartford Fire Insurance 
Company. 


Axe Securities Corporation (‘‘Axe’’), a Delaware 
corporation, is registered as a broker-dealer under the 
Exchange Act. Axe serves as sponsor-depositor of three 
HVA separate accounts: Hartford Variable Annuity Life 
Insurance Company DC Variable Account-1 (‘‘HVA- 
DC-I’’), Hartford Variable Annuity Life Insurance 
Company QP Variable Account (‘‘HVA-QP-VA’’), and 
Hartford Variable Annuity Life Insurance Company DC 
Variable Account-lIl (‘‘HVA-DC-I1’’). HVA-DC-I, 
HVA-DC-II, and HVA-QP-VA are registered under the 
Act as unit investment trusts. Axe also serves as 
principal underwriter of the variable annuity contracts 
issued by HVA-DC-I, HVA-DC-II, and HVA-QP-VA 
and by a fourth HVA separate account, Hartford 
Variable Annuity Life Insurance Company Separate 
Account (‘‘HVA Separate Account’’) which is 
registered under the Act as a management open-end 
diversified investment company. E.W. Axe & Co., Inc. 
(‘‘E.W. Axe’’) serves as investment adviser to Hartford 
Fund, Incorporated (‘‘Hartford Fund’’), a management 
open-end diversified investment company registered 
under the Act. Hartford Fund has a bond series and a 
stock series. The bond series and the stock series 
shares of Hartford Fund serve as the underlying 
investment media of HVA-DC-I, HVA-DC-II and 
HVA-QP-VA. E.W. Axe also serves as investment 
adviser to HVA Separate Account. 


Section 9 
Section 9(a) of the Act, in pertinent part, makes it 
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unlawful for any person, or any company with which 
such person is affiliated, to act in the capacity of 
employee, salesman, officer, director, member of an 
advisory board, investment adviser, broker-dealer, 
principal underwriter or depositor of or for any 
registered investment company if such person is, by 
reason of any misconduct, permanently enjoined by any 
court of competent jurisdiction from engaging in or 
continuing any such conduct or practice or in 
connection with the purchase or sale of any security. 


Section 9(c) provides that any person who is ineligible 
by reason of Section 9(a) to serve in the capacities 
enumerated in that section may file an application for 
an exemption from the prohibition of that section and 
that the Commission shall grant an exemption from the 
provisions of Section 9(a) either unconditionally or on 
an appropriate temporary or other conditional basis, if 
it is established that the prohibitions of Section 9(a), as 
applied to the applicant(s), are unduly or 
disproportionately severe or that the conduct of such 
person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


Previous Applications 


On June 20, 1972, ITT and two of its subsidiaries, HVA 
and Hamilton Management Corporation (‘‘HMC’’) 
applied under Section 9(c) of the Act for an order 
exempting them from the provisions of Section 9(a) of 
the Act. The June 1972 application followed the entry of 
consent injunctions against ITT and two of its officers in 
a Commission enforcement action alleging misuse of 
inside information relating to a material change in the 
posture of Justice Department anti-trust litigation 
against ITT and also alleging the sale of unregistered 
securities.’ 


At the time this application was filed, HMC acted as 
investment adviser and principal underwriter to 
Hamilton Funds, Inc., Hamilton Growth Fund, Inc., 
and Hamilton Income Fund, Inc., management open- 
end investment companies registered under the Act. 
HVA (formerly known as the ITT Variable Annuity 
Insurance Company) acted as investment adviser and 
principal underwriter? to HVA (then ITT) Separate 
Account. In addition, HMC acted as investment adviser 
to HVA. As subsidiaries of ITT, HVA and HMC, 
immediately upon entry of the injunctions referred to 
above, became subject to Section 9(a)(3) of the Act, 
which, in pertinent part, prohibits any company which, 





‘Litigation Release No. 5435. 


2In 1974, HESCO became principal underwriter for 
HVA and Separate Account. 


128/SEC DOCKET 


by reason of any misconduct, is permanently or 
temporarily enjoined by any court of competent 
jurisdiction from engaging in any conduct or practice in 
connection with the purchase or sale of any security, 
from serving or acting in the capacity of, inter alia, 
investment adviser, depositor or principal underwriter 
of any registered investment company. Accordingly, 
contemporaneously with the entry of the June 1972 
injunctions, ITT, HVA and HMC applied under Section 
9(c) for an order of exemption and the Commission 
granted a temporary order of exemption to permit the 
subsidiaries to continue servicing the registered 
investment companies involved pending the Com- 
mission’s consideration of the application. In January 
1973, the Commission, upon a request of two 
intervening parties, ordered a hearing on the 
application. 


Proceedings on the application by ITT, HVA and HMC 
continued into 1975. During 1975, however, ITT sold 
HMC to Oppenheimer Management Corporation; 
additionally, E.W. Axe and Axe became the principal 
underwriter and investment adviser, respectively, for 
HVA Separate Account. Thus having terminated its 
affiliation with the underwriting, depository and 
investment advisory activities that were subject to the 
Section 9 proscription, ITT, its subsidiaries, HVA and 
HESCO, and HMC subsequently withdrew their 
applications under Section 9(c) and accordingly, on 
November 14, 1975, such proceedings were ordered, 
cancelled. As a result of the withdrawal of the - 
application, the temporary order of exemption 
previously granted by the Commission was terminated. 


HVA-QP-VA, HVA-DC-I and HVA-DC-II were 
established by means of custodian agreements between 
Axe and Hartford National Bank and Trust Company 
(‘‘HNB’’). HVA has entered into an agreement with 
Axe under the terms of which HVA has agreed that it 
will assume responsibility for the maintenance of the 
records that are required to be kept by Axe as depositor 
and principal underwriter by the provisions of Sections 
31(a) of the Act and Rules 13a-1 and 13a-2 thereunder. 


HVA has also entered into a recordkeeping agreement 
with HNB under the terms of which HVA has agreed to 
maintain and preserve on behalf of HNB under Section 
31 (a) of the Act and Rules 13a-1 and 13a-2 thereunder, 
such accounts, books and other documents as constitute 
the records forming the basis for financial statements 
required to be filed pursuant to Section 30 of the Act 
and of the auditors’ certificates relating thereto. 


The performance of these functions by HVA pursuant 
to its agreements with Axe and HNB, as well as the 
performance of administrative and payment processing 
functions by HVA, could constitute it as the depositor 
or principal underwriter of HVA-QP-VA, HVA-DC-I* 





and HVA-DC-II. As a subsidiary of ITT, HVA is barred 
by the provisions of Section 9(a) from serving as, inter 
- alia, depositor or principal underwriter of a registered 
investment company. Accordingly, HVA filed an 
application, and on August 24, 1977, exemptive orders 
were issued under Section 9(c) to the extent necessary 
and pursuant to Section 6(c) for exemptions from the 
provisions of Sections 26(a) and 27(c)(2) to allow it to 
perform these functions (Investment Company Act 
Release No. 9908). 


Present Request for Exemption 


HVA and HESCO wish to have the proscriptions of 
Section 9(a) completely removed in order that, should 
the occasion arise, HVA might serve as investment 
adviser to and HESCO might serve as principal 
‘underwriter of HVA Separate Account; HVA might 
serve as investment adviser to Hartford Fund; and 
HVA might serve as principal underwriter and 
sponsor-depositor with respect to HVA-DC-i, HVA-DC 
Il and HVA-QP-VA. Further, since the principal 
business purpose of HISCO is to render investment 
advice and since it may at some future time wish to 
place itself in a position to render investment advice to 
HVA Separate Account and/or to Hartford Fund, it also 
wishes to be free of the Section 9(a) proscription to 
which it is presently subject. 


Accordingly, Applicants have requested that the 
Commission issue an order exempting them from the 
prohibitions of Section9(a) arising out of the issuance of 
the permanent injunction against ITT, their 
corporate parent, so that each of them will be free to 
serve or act in the capacity of investment adviser or 
sponsor-depositor of any registered investment 
company, or principal underwriter, as the case may be, 
for any registered management open-end investment 
company, unit investment trust or face-amount 
certificate company. 


Applicants represent, in support of their request for 
relief, that neither HVA, HESCO, HISCO, nor any of 
their respective officers, directors or employees, were 
named as respondents in the injunctive action 
instituted by the Commission nor were any such 
persons named in the permanent injunction which was 
entered pursuant thereto. Applicants are barred under 
Section 9(a) by virtue of their affiliated relationship. 
Applicants represent that no person named as a 
respondent in the injunctive action or in the permanent 
injunction entered pursuant thereto is now or ever has 
been involved in the day-to-day operations of HVA, 
HESCO and HISCO nor is it anticipated that they will 
become so involved should HVA, HESCO or HISCO 
ever undertake to serve as investment adviser to or 


sponsor-depositor or principal underwriter for any 
registered investment company. Applicants further 
assert that to prevent HVA, HESCO and HISCO from 
serving in any of the prohibited capactities set forth in 
Section 9(a) of the Act would unjustly penalize them for 
wrongs which they did not commit and, under the 
circumstances, the penalties are unduly and 
disproportionately severe. Applicants assert that the 
conduct of such persons has been such as not to make it 
against the public interest or protection of investors to 
grant the Application. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 7, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shal! be served 
personally or by mail upon the Applicant at the address 
stated above. Proof of such service (by affidavit, or in 
the case of an attorney at law, by certificate) shall be 
filed contemporaneously with the request. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in 
this matter, including the date of hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8277/February 6, 1978 


U.S. v. KIRSCHBAUM, et al. 
(E.D. Pa. Criminal Action No. 77-334) 
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Paul F. Leonard, Administrator, and Thomas H. 
Monahan, Assistant Administrator (Philadelphia) of 
the Washington Regional Office of the SEC and Joel M. 
Friedman, Attorney in Charge of the Philadelphia 
Strike Force, U.S. Department of Justice, announced 
that on January 17, 1978, Richard J. Kirschbaum and 
Stanley H. Molotsky each entered pleas in Federal 
District Court at Philadelphia, Pennsylvania of nolo 
contendere to one count of securities fraud in 
connection with transactions in U.S. Vinyl securities. 
The Honorable Herbert A. Fogel, Judge, accepted the 
nolo contendere pleas over the government’s objection 
and sentenced each defendant to 18 months probation 
and also fined each $5,000. 


On August 3, 1977, a Federal Grand Jury had returned 
a three count indictment against both Kirschbaum and 
Molotsky charging them with conspiracy, securities 
fraud and mail fraud in connection with the purchase 
and sale of U.S. Vinyl securities in 1972. The 
indictment alleged specifically that Molotsky, a 
securities salesman in 1972 for Delphi Capital 
Corporation, recommended and sold shares of U.S. 
Vinyl! stock to his customers without disclosing that he 
and Kirschbaum were being compensated by a U.S. 
Vinyl official for each share being placed in the public 
market. 


For further information see LR No. 8082. 





Litigation Release No. 8278/ February 6, 1978 


S.E.C. v. RONALD L. DIGIORNO (N/D TEXAS) 
Criminal No. CR4-7811 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Kenneth Mighell, United States 
Attorney for the Northern District of Texas, today 
jointly announced that on January 27, 1978, Ronald L. 
DiGiorno, Fort Worth, Texas, appeared before Federal 
District Judge Eldon Mahon, Fort Worth, and pled not- 
guilty to an eight-count indictment charging securities 
fraud. Judge Mahon ordered DiGiorno to appear for 
trial on March 13, 1978. 
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The eight-count indictment against Digiorno was 
returned by a federal grand jury at Dallas, Texas, on , 
January 18, 1978, charging violations of the anti-fraud ‘\~ 
provisions of the federal securities laws relating to the 
offer and sale of securities in the form of joint ventures 
or limited partnership interests in Texas real estate. 





Litigation Release No. 8279/ February 6, 1978 


SEC.v. RONALD J. LARANETA 
(Central District of California CR-77-243-LEW 


Andrea Ordin, United States Attorney in Los Angeles 
and Gerald E. Boltz, Regional Administrator of the Los 
Angeles Regional Office of the Securities and Exchange 
Commission, jointly announced that on: December 21, 
1977, after a 13-week trial, an eight women, four men 
jury returned partial verdicts against four defendants, 
who had been charged in a 16-count indictment with 
conspiracy, securities fraud and mail fraud arising out 
of a scheme to unlawfully obtain 4.1 million dollars 
belonging to three mutual funds located in Los 
Angeles. The mutual funds are: The Pegasus Fund, the 
Vanderbilt Fund, both of which have been merged into 


"other mutual funds under the management of the St. 


Paul company in Minnesota and the Pegasus Income 
and Capital Fund (PIC Fund). 


The four individuals charged in the indictment were: 
Rodney H. Burreson, age 43, of Woodland Hills, 
California and former president of Burreson & 
Company, a land sales company that operated in the 
Victorville, California area from 1971 through 1974; 
Ronald Laraneta, age 41, of Santa Monica, California 
and former chairman of the board of three mutual 
funds; Joseph J. Laraneta, age 35, of Hidden Valley, 
California, brother of Ronald Laraneta and a former 
officer of the mutual funds; and Thomas Channell, age 
45, of Newport Beach, California and former president 
of California Bankers Trust, a trust company that was 
located in Los Angeles and which operated as the 
mutual funds custodian in 1973 and 1974. 


The jury found Burreson guilty of conspiracy, the 
giving of compensation to a mutual fund officer in 
connection with the purchase of securities by the ° 





mutual fund and one count of conversion of the monies 
of the mutual funds; Burreson was found not guilty of 
~ aiding and abetting a joint transaction between an 
affiliate of a mutual fund and the mutual fund itself. On 
December 30, 1977, the jury returned its final verdict. 
Burreson was acquitted on the last count of which he 
was charged which related to the conversion of the 
mutual fund money. 


Ronald Laraneta was found guilty on all 16 counts. 


Channell was found guilty on all counts in which he was 
charged, which included conspiracy, conversion, the 
giving of compensation to a mutual fund officer in 
connection with the purchase of securities by that 
mutual fund and aiding and abetting in a joint 
transaction between an affiliate of a mutual fund and 
the mutual fund itself. 


Joseph Laraneta was acquitted on three of the 13 counts 
in which he was charged; on December 30, 1977, the 
jury ended its deliberations without having reached any 
other verdicts and indicated it was hopelessly 
deadlocked on the remaining counts. A new trial for 
Joseph Laraneta is scheduled for March 14, 1978. 


The indictment alleged that the defendants entered into 
an agreement in July 1973 whereby the Pegasus Fund 
and the Vanderbilt Fund would together purchase 
$850,000 of Burreson & Company’s debentures with 
the understanding that $500,000 of the money would be 
used by Burreson to purchase a certificate of deposit at 
American City Bank, a small bank located in Los 
Angeles, which certificate of deposit would in turn be 
used to collateralize a loan of $750,000 that American 
City Bank would make to Charter Diversified Service, 
Inc. (Charter). Charter was a holding company which 
was owned primarily by Ronald and Joseph Laraneta; 
several of Charter’s subsidiaries were the management 
companies which managed the mutual funds described 
above. According to the indictment, the defendants 
agreed that the transactions would be disguised 
through various third parties in order to conceal 
Charter’s use and benefit of the $500,000. 


The indictment further alleges that on July 24, 1973, 
Ronald and Joseph Laraneta met with the other 
directors of the Pegasus and Vanderbilt Funds and 
made a number of false statements and representations 
concerning the Burreson & Company transaction, 
including failing to disclose that Charter had obtained 
the use of the $500,000 and representing to the 
directors of the Funds that the investments were 
secured by first trust deeds when in fact the 
investments were secured by all inclusive deeds of 
trust, having substantial underlying obligations. 


Subsequent to the aforementioned purchase, the 
indictment alleges that on October 23, 1973, defendant 
Ronald Laraneta caused the PIC Fund to purchase 
$900,000 of Oh Boy Industries, Inc. securities, and on 
the next day received a loan from Oh Boy for $550,000, 
which was never repaid. Oh Boy is a frozen food 
pranufacturer located in the San Fernando Valley. 


The indictment goes on to further allege that in January 
1974, the defendants Burreson, Ronald and Joseph 
Laraneta agreed that the PIC Fund would purchase a 
$750,000 debenture of Burreson Petro-Gas, a wholly 
owned subsidiary of Burreson & Company with the 
understanding that $150,000 of the money would be 
secretly loaned back to Charter. 


The indictment alleges that the defendants agreed to 
conceal the fact that Burreson Petro-Gas was subsidiary 
of Burreson & Company by changing the name of 
Burreson Petro-Gas to Commercial Petro-Gas on the 
day before the purchase of debenture by the PIC Fund, 
and that this fact, among others, was concealed from 
the other directors of the PIC Fund. 


Burreson faces a maximum punishment of 11 years in 
prison and $40,000 in fines. Defendant Ronald Laraneta 
faces a maximum punishment of 42 years in prison and 
$137,000 in fines. Defendant Channell faces a 
maximum punishment of 11 years in prison and a 
maximum fine of $40,000. Sentencing is set for 
February 21, 1978. 





Litigation Release No. 8280/ February 6, 1978 


SEC v. FARM HOUSE FOODS CORPORATION, ET 
AL. 
E.D. Wisconsin, Civil Action No. 78-C-36 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, announced that on January 20, 1978, the Com- 
mission filed a complaint in the United States District 
Court for the Eastern District of Wisconsin seeking to 
enjoin Farm House Foods Corporation (Farm House), a 
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Wisconsin corporation with its principal place of 
business in Milwaukee, Wisconsin; Richard Y. Fisher 
(Fisher) of Milwaukee, Wisconsin, chairman and secre- 
tary of Farrn House; and Harold L. McCann (McCann) 
of Webb Lake, Wisconsin, from violating the anti-fraud 
provisions of the federal securities laws as to tender 
offers. 


The Commission’s complaint alleged that Farm 
House, Fisher and McCann from in or about February, 
1976, to in or about April, 1976, made a tender offer 
for up to 50,000 shares of the common stock, of Fair- 
way Foods, Inc., (Fairway) a non-reporting company, 
and, as a result, approximately 21,000 shares of 
Fairway common stock was purchased at prices vary- 
ing from $15 to $16.50 per share, in violation of 
Section 10b of the 1934 Act and Rule 10b-13 
thereunder. 





Litigation Release No. 8281/February 6, 1978 


SEC v. J-TEX PETROLEUM CORP. 
(N.D. Tex.)(CA 3-76-0899-F) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that on January 18, 1978, 
Federal District Judge Robert A. Porter at Dallas, 
Texas, entered an Order granting the Commission’s 
Motion for Summary Judgment and a Final Judgment 
and Order of Permanent Injunction against J-Tex 
Petroleum Corporation, Dallas, Texas, and David L. 
Johnson, Sr., Abilene, Texas. 


The Final Judgment and Order of Permanent In- 
junction permanently enjoins J-Tex Petroleum 
Corporation and Johnson from further violations of the 
registration and antifraud provisions of the federal 
securities laws. 
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The Order Granting Plaintiff's Motion for Summary 
Judgment found that J-Tex Petroleum Corporation and \ 
David L. Johnson, Sr. had violated the securities 
registration and antifraud provisions of the federal 
securities laws in connection with the offer and sale of 
securities, namely, fractional undivided working 
interests in oil and gas leases issued by J-Tex 
Petroleum Corp. 


The Commission’s Complaint, filed on June 30, 1976, 
alleged that Johnson and J-Tex Petroleum Corporation 
had made numerous misrepresentations of material 
facts relating to the background and experience of the 
company and its officers, the risk involved in drilling 
for oil and gas, the status of existing wells and 
predictions for undrilled wells. 


For further information see Litigation Releases Nos. 
7483 and 7575. 





Litigation Release No. 8282/February 6, 1978 


SEC v. GILBERT W. COFFER, et al. 
(N.D. Tex.) (CA4-78-36) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced today that on January 25, 
1978, a civil injunctive complaint was filed in Federal 
District Court at Fort Worth, Texas, charging Gilbert 
W. Coffer, Azle, Texas; Clifford G. Crow, Arlington, 
Texas; William J. Hughes, Pantego, Texas; John 
Ledford, Hurst, Texas; and Gary Lomas, Euless, 
Texas, with violations of the antifraud provisions of 
the federal securities laws. 


The complaint alleged that in October, 1977, Coffer, 
Crow, Hughes, Ledford and Lomax traded in call 
options on Tandy Corporation securities based on 





material non-public information concerning the 
proposed exchange offer by Tandy Corporation 
whereby Tandy Corporation offered its shareholders 
the right to exchange their common stock for 
debentures issued by Tandy Corporation. 


The complaint also sought an order of disgorgement of 
the insider trading profits by the five defendants, all of 
whom are present or former employees of Tandy 
Corporation or its affiliates. 





Litigation Release No. 8283/February 6, 1978 


SEC v. INTERNATIONAL FILM CORP., et al 
(C.D.CA CV-77-1775-AAH) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
‘ommission, announced that on January 18, 1978, the 
“Honorable A. Andrew Hauk of the U.S.District Court 
in Los Angeles entered a Final Judgement and Order 
of Permanent Injunction enjoining Ruth H. Budd 
[Budd], of Lancaster, California, from further 
violations of the registration and anti-fraud provisions 
of the federal securities laws. 


The Commission had alleged that Budd had 
participated in a fraudulent motion picture tax shelter 
scheme involving the sale of unregistered limited 
partnership interests and promissory notes. Budd 
consented to be enjoined without admitting or denying 
the allegations set forth in the Commission’s 
complaint. 


The remaining defendants in this action are 
International Film Corp., General Film Corp., 
International Film Enterprises, Controlled Film 
Marketing, Inc., Joseph Graves, Verland T. Whipple, 
Raymond Christensen and Raymond Jones. For 
further information see Lit. Rel. 7937. 





Litigation Release No. 8284/February 6, 1978 


SEC v. DATRONICS ENGINEERS, INC., et al. 
(U.S.D.C., Md., Civil Action No. 71-25W) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on January 13, 1978, 
Judge R. Dorsey Watkins of the U.S. District Court for 
the District of Maryland, entered an order of 
permanent injunction, by consent, against Sylman |. 
Euzent, former Secretary of and legal counsel to 
Datronics Engineers, Inc. (‘‘Datronics’’). The Judge 
entered so ordered undertakings against Compu- 
Reader, Inc., and Hosco, Inc. Both had been 
subsidiaries of Datronics. The Judge denied, without 
prejudice, the Commission’s motion for permanent 
injunction by default against Data-Call Systems, Inc., 
and Multi-Media Engineering, Inc., both had also 
been subsidiaries of Datronics; and also denied, 
without prejudice, the Commission’s motion for 
summary judgement against John T. Gauthier 
(‘‘Gauthier’’), former president and board chairman of 
Datronics 


For further information see Litigation Release Nos. 
4871, 6033 and 6374. 





Litigation Release No. 8285/February 6, 1978 


UNITED STATES OF AMERICA v. ROBERT H. 
MARTIN, CHARLES H. ADAMS,DONALD R. 
BERNARD AND JOHN V. HOLDEN 

(S.D. Tex. Criminal No. H-78-13) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Commission’s Houston 
Branch Office, today announced that on January 25, 
1978, a federal grand jury in Houston, Texas, returned 
an indictment charging Robert H. Martin, Charles H. 
Adams, Donald R. Bernard and John V. Holden, all of 
Houston, Texas, with one count of securities fraud, 
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twelve counts of mail fraud and one count of 
conspiracy to commit securities and mail fraud in 
connection with the offer and sale of securities to the 
public by the defendants. 


The indictment alleges that the defendants engaged in 
the above violations in connection with the offer and 
sale of securities in the form of fractional undivided 
working interests in oil and gas leased located in 
Caddo Parish, Louisiana, Adams and Weld Counties, 
Colorado, Banner County, Nebraska, Creek and 
Pittsburg Counties, Oklahoma and Lavaca, Mitchell, 
Wharton and Sutton Counties, Texas, issued by 
Tri-State Oil & Gas, Inc., a Texas corporation. 


The indictment further alleges that the defendants 
devised a scheme to defraud investors utilizing both 
printed sales brochures and oral sales presentations 
made during long distance telephone calls to investors 
which contained numerous misrepresentations and 
omissions of material facts including false statements 
and omissions as to the background, experience and 
financial condition of Tri-State Oil & Gas, Inc., the use 
of proceeds derived from the sale of these securities, 
the amount of return an investor could anticipate on 
his investment, and the nature of the field in which the 
defendants were exploring for oil and gas. 


The indictment alleges that the defendants raised at 
least five million, seven hundred thousand dollars 
($5,700,000) from the fraudulent sale of securities to 
over one thousand eight hundred (1800) investors 
located throughout the United States, and that Martin, 
Adams, Bernard and Holden diverted over one million 
dollars ($1,000,000) of investor monies to their own 
use and benefit. 


The investigation leading to this indictment was 
conducted jointly by the Securities and Exchange 
Commission and the U.S. Postal Inspection Service. 


For further information, see Litigation Release Nos. 
7323, 7402, 7555 and 7589. 





Litigation Release No. 8286/ February 6, 1978 


SEC v. RONALD L. DiGIORNO 
(N/D Tex.) Criminal No. CR4-7811 
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Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchang 
Commission, and Kenneth Mighell, United States” 
Attorney for the Northern District of Texas, today 
jointly announced that a Federal Grand Jury at Dallas, 
Texas, on January 18, 1978, returned an eight-count 
Indictment against Ronald L. DiGiorno, Fort Worth, 
Texas, charging violations of the anti-fraud provisions 
of the federal securities laws, relating to the offer and 
sale of securities in the form of join ventures or limited 
partnership interests in real estate. 


The Indictment alleged that DiGiorno, since 1973, 
offered and sold securities in at least 50 joint ventures 
and two limited partnerships to more than 300 
investors, raising in excess of $5,000,000. The 
Indictment charged that during the period of August 
1976 through June 1977, Digiorno offered and sold 
limited partnership interests to a total of 58 investors 
residing in ten states, raising a total of $757,500 and 
that the money was to be used to acquire parcels of 
real estate to build tennis clubs in Fort Worth and 
Wichita Falls, Texas. The Indictment further charged 
that DiGiorno diverted the investors’ money. and that 
the facilities were never constructed. 


The Indictment further charged that DiGiorno, 
between January 1977 and April 1977, offered and 
sold joint venture interests in two raw lane 

syndications, Airport Business Park, Phase | and | 

located in the Dallas/Fort Worth area, to a total of 43 
investors, residing in six states, raising a total of 
$272,253 and thereafter, diverted the investors’ 
money. 





Litigation Release No. 8287/February 7, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
EUGENE FARROW, et al. 

(United States District Court for the District of 
Columbia) Civil Action No. 78-0208 


The Commission announced on February’ ,1978 the 
filing of a Complaint in the U.S. District Court for the 
District of Columbia seeking an Order permanently 
enjoining Eugene Farrow (‘‘Farrow’’), Kenneth G. 
Klein (‘‘Klein’’), Husnu Ozyegin (‘‘Ozyegin’’) and 
Sidney Kessler (‘‘Kessler’’) from further violations 
the anti-fraud and reporting provisions of the fede 
securities laws and certain ancillary relief. 





‘The Complaint alleges that during the period 
_ , 970-1973, the defendants, former officers or directors 
of the now bankrupt Co-Build Companies, Inc. 
(‘‘Co-Build’’), engaged in a scheme to misrepresent 
Co-Build’s true financial condition through the 
issuance of false financial statements. It further 
alleges that this was largely accomplished through the 
formation of a purportedly non-affiliated construction 
company which deliberately understated billings to 
Co-Build for the construction of houses, thereby 
enabling the defendants to report inflated earnings, 
through the improper recognition of revenues from 
sales of real estate entered into for the sole purpose of 
generating revenues, and through the failure to report 
losses incurred in three subsidiaries by their sale in a 
sham transaction. 


Coincident with the filing of the Complaint, 
defendants Farrow, Klein and Kessler consented to 
the entry of final judgements of permanent injunction 
restraining them from further violations of the 
reporting and anti-fraud provisions of the federal 
securities laws, without admitting or denying the 
Commission’s allegations. These defendants also 
undertook not to become associated as an officer or 
director of any publicly held corporation without first 
obtaining the Commission’s approval. The Commis- 
sion is pursuing its action against defendant Ozyegin. 


_..tephen H. Korfeld, a former Co-Build officer, is not a 
defendant in this action. He has entered into a 
voluntary stipulation with the Commission concerning 
his future relations as an officer or director of, and his 
responsibilities with respect to, publicly held 
corporations. 





Litigation Release No. 8288/ February 9, 1978 


U.S. v. ALAN HUNTER 
(E.D. Pa., Criminal Action No. 77-382) 


U.S. v. HARVEY BIRDMAN, et al. 
(E.D. Pa. Criminal Action No. 77-382) 


Paul F. Leonard, Administrator and Thomas H. 
Monahan, Assistant Administrator (Philadelphia) of 
the Washington Regional Office of the Securities and 
Exchange Commission and Joe M. Friedman, 

torney-in-Charge of the Philadelphia Strike Force, 

-ganized Crime and Racketeering Section, U.S. 
Department of Justice, announced that on November 


21, 1977, Alan Hunter, a former securities salesman, 
entered pleas of guilty to one count of conspiracy to 
violate the federal securities and mail fraud statutes 
and one count of subscribing to a false federal income 
tax return for the year 1972. 


Hunter’s guilty pleas were in connection with a 
twenty-five count indictment returned on September 6, 
1977, by a Federal Grand Jury against Harvey 
Birdman, Hunter, and four others charging a 
manipulation in 1972-1973 of the price of the common 
stock of Uni-Shield International Corporation (see 
United States v. Harvey Birdman, et al., Eastern 
District of Pennsylvania, Criminal Action No. 77-382 
and LR-8104) and a two count indictment also returned 
on September 6, 1977, by a Federal Grand Jury 
charging Hunter with federal income tax violations 
relating to his former employment as a securities 
salesman at Delphi Capital Corporation, a former 
Philadelphia stock brokerage firm (see United States 
v. Alan Hunter, Eastern District of Pennsylvania, 
Criminal Action No. 77-381, LR-8105). 


Also on November 21, 1977, the Honorable Hubert 
Green, Federal District Court Judge, sentenced 
Hunter on each of his two guilty pleas to five years 
probation, the sentences to run concurrently. All 
remaining counts against Hunter in the two 
indictments were dismissed. 


The indictments against Hunter were two of several 
that resulted from an extensive investigation by staff 
members of the Securities and Exchange Commission, 
U.S. Postal Service and IRS under the direction of the 
Philadelphia Strike Force. 





Litigation Release No. 8289/February 9, 1978 


SEC v. BENGAL OIL & GAS CORPORATION, ET AL 


(W.D.Tex.) (MO-77-CA-98) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission today announced that on January 25, 
1978, Federal District Judge John H. Wood, Jr., San 
Antonio, Texas, signed an order of permanent 
injunction by consent with respect to Benjamin F. 
Hoffacker, Jr., Midland, Texas. 


Hoffacker consented to the order of permanent 
injunction without admitting or denying the allegations 
of the Commission’s complaint, which was filed on 
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December 8, 1977, and alleged that Hoffacker, and 
others, had violated the antifraud provisions of the 
Federal Securities Laws in connection with the offer 
and sale of joint venture and limited partnership 
interests in oil and gas drilling funds and in connection 


with the sale of common stock of Bengal Oil & Gas 
Corporation, Midland, Texas. 

For further information see Litigation Release No. 
8232. 
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